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ALBERT AFTALION 
(1874-1956) 


Peu d’économistes frangais ont été moins soucieux de publicité et peu 
ont eu autant de rayonnement qu’Albert Aftalion. Sa vie a présenté 
une grande simplicité et sa personnalité est demeurée puissante et 
lumineuse. Ce savant a eu un but: la recherche scientifique, et rien 
ne l’a fait dévier de sa route. Il n’a pas cherché le succés, c’est le 
succés qui l’a saisi. 

Ceux qui ont suivi son enseignement lorsqu’il était professeur a 
Lille, puis 4 Paris, ont gardé de lui le souvenir d’un maitre distingué, 
consciencieux, froid, intimidant, mais clair dans ses explications, 
sans aucun verbiage et d’une honnéteté scientifique absolue. Son 
abord était correct sans étre plaisant, sa conversation instructive sans 
étre brillante. Ses amis seuls ont pu découvrir la richesse de son coeur 
par dela son aspect réservé. 

Né en Bulgarie en 1874, Albert Aftalion avait fait de bonnes 
études en France et soutenu 4 Paris ses deux théses, l’une juridique en 
1898, sur la législation relative 4 l’épargne de la femme mariée, et 
Pautre économique en 1899, sur l’ceuvre de Simonde de Sismondi. 
Ce choix révéle sa tendance d’esprit 4 cette époque. Ses premiers 
essais portent, en effet, sur des sujets sociaux: le développement de la 
fabrique et le travail 4 domicile dans les industries de habillement, 
la conciliation dans les conflits collectifs, la décadence de l’industrie 
liniére et la concurrence victorieuse de l’industrie cotonniére. 

C’est aprés ces débuts prometteurs qu’il aborde |’exploration des 
grands domaines économiques par un coup d’éclat: la construction 
de sa théorie des crises, d’abord dans des articles de la Revue d’ économi 
politique de 1908 et 1909, puis dans son grand ouvrage: Les crises pé- 
riodiques de surproduction, publié en 1913. 

L’explication qu’il donne de ces phénoménes repose sur la combi- 
naison de deux faits: l’allongement du processus de la production, 
déja noté par Bohm-Bawerk, et la formation d’une disparité de prix 
entre les biens de production et les biens de consommation, apport 
personnel révisé de nos jours et entériné par les économistes contem- 
porains sous le nom de principe d’accélération. 
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La méthode d’Aftalion est dés lors définitivement fixée: le point de 
départ consiste dans une rigoureuse observation des faits, actuels ou 
passés, sans sacrifice 4 un a priort quelconque, si commode ou si sédui- 
sant soit-il. Chiffrer les données devient donc une nécessité. C’est 
pourquoi cet économiste prend en ce temps-la figure de promoteur 
de la recherche quantitative parmi ses collégues parisiens et publie en 
1928 son cours de statistique, un des premiers qui ait vu le jour dans 
notre pays. Il envisage cette discipline, non pas 4 titre de science 
mathématique, mais comme une indispensable annexe de l’économie. 

Cependant, tout en accumulant les matériaux, Aftalion ne se fait 
aucune illusion sur leur valeur. II sait se tenir 4 égale distance des 
utopistes, qui édifient leurs théses sur des abstractions, et des mathé- 
maticiens sociaux, qui croient pouvoir réduire la société en équa- 
tions. La série de volumes qu’il consacre aux problémes monétaires: 
L’or et sa distribution mondiale (1931), L’équilibre dans les relations inter- 
nationales (1937), L’or et la monnate (1938) et surtout Monnaie, prix et 
change dont le premier tome connut trois éditions et le deuxiéme 
tome, publié en 1948, traite de la monnaie en économie dirigée, 
attestent a la fois son hardiesse dans l’analyse et sa prudence dans la 
synthése. I] rejette les mécanismes ricardiens sous leur forme absolue, 
mais il en retient une tendance sous-jacente au retour a l’é Cquilibee 
grace au jeu d’un stimulant. On ne peut donc pas dire qu’il s’oppose 
aux Classiques, il les révise. 

L’élément perturbateur qui nibs: l’établissement des for- 
mules et infirme les prévisions, et dont la nature est exactement 
discernée, est d’ordre psychologique. Albert Aftalion reconnait qu’il 
existe des lois sans lesquelles l’économie politique serait un jeu de 
l’esprit, en entendant par ces mots des rapports fondés sur la nature 
humaine, mais il sait aussi que "homme est libre et qu’il ne demeure 
pas forcément rationnel. Une sélection s’impose par conséquent et 
Aftalion fait descendre un grand nombre de prétendues lois au rang 
de simples possibilités. C’est pourquoi la plupart des commentateurs 
qualifient de psychologiques ses théories sur la valeur, la monnaie et 
le revenu. L’économique apparait ainsi chez lui beaucoup plus 
nuancée que chez ses prédécesseurs, et en méme temps plus proche 
de la réalité et plus solidement construite. 

Prenons par exemple la théorie quantitative, objet d’interminables 
controverses. Aprés une sévére critique historique, dont l’hyperinfla- 
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tion allemande de 1923 fournit les éléments les plus spectaculaires, 
Albert Aftalion essaye de renouer la trame des raisonnements clas- 
siques en les transposant en termes de revenus. Pour rendre son 
analyse psychologique, il s’appuye sur le marginalisme tel que l’ont 
exposé les tenants de l’école autrichienne et il en arrive 4 donner 
pour fondement a la valeur de la monnaie |’évaluation que chacun 
fait a chaque moment de la derniére unité monétaire de son revenu. 
Il nuance ensuite cette affirmation en ajoutant 4 cette appréciation 
actuelle celle que nous retenons du passé et celle que nous portons sur 
lavenir. Souvenirs, craintes et espoirs entrent donc en jeu aussi bien 
du cété du demandeur que de celui de l’offrant. 

Accessoires en matiére de crises proprement dites, ces éléments 
psychologiques deviennent dominants dans les problémes de change. 
Les mécanismes dans le domaine international sont particuliérement 
sensibles aux influences extra-économiques et |’effort des dirigeants 
doit avoir pour but la création d’une atmosphére favorable au ré- 
tablissement des équilibres compromis. 

Ce climat est é€videmment tout autre dans l’économie dirigée qui 
constitue le cadre du dernier volume consacré a la monnaie. S’il 
s'agit d’un totalitarisme, la monnaie n’est qu’une émanation de 
lautorité; si un systéme mixte est en cause, la monnaie dite «in- 
fluencée» est particuliérement difficile 4 diriger: on l’a vu en France 
sous l’occupation allemande ou les complications et les échecs se sont 
multipliés. 

Il est particuliérement intéressant de noter |’attitude de cet éco- 
nomiste objectif en présence des doctrines de son temps. Le livre sur 
Les fondements du socialisme, qui date de 1923, est lumineux 4 cet 
égard. L’auteur se place d’abord sur le terrain de la science et il 
constate la présence de forces qui tendent 4 donner au travail la part 
de produit qui lui revient en valeur, simple tendance que peut modi- 
fier la pression des intéressés. Le capital doit avoir également sa part, 
puisqu’il contribue a l’obtention du produit. Les revenus dérivés 
eux-mémes ont leur raison d’étre qui se trouve dans le dynamisme de 
toute économie: la technique moderne engendre des retards d’ajuste- 
ment et des erreurs en raison de l’allongement du processus de la 
production qu’ elle exige et les statistiques sont trop imparfaites pour 
servir de guides sirs en matiére de demande et de prix. Profit et 
rente sont donc les conséquences normales de ces imperfections et 
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demeurent indépendants du régime adopté. La conjoncture est 
transcendante aux structures. 

Mais ceci dit et la base scientifique étant assurée, Albert Aftalion 
passe des théories aux doctrines, de l’économique 4 l’éthique. Sa 
critique du socialisme est d’autant plus valable qu’il n’a aucun désir 
de le critiquer: il n’est nullement hostile 4 une extension des inter- 
ventions de |’ Etat, il énumére seulement un certain nombre de cons- 
tatations qui le rendent méfiant a l’égard des pouvoirs publics. 

Il condamne le nivellement socialiste non pas en soi, mais a cause 
de ses résultats pratiques: diminution du rendement du travail, 
fléchissement du niveau de vie, paralysie de l’esprit d’invention, 
d’initiative et d’épargne, ralentissement du progrés. 

Du point de vue de la justice, ce régime n’engendre pas d’exploita- 
tion proprement dite, il donne naissance seulement a une «spoliation 
par exclusion» en matiére de profit et de rente. Autrement dit, le 
partage des plus-values se fait au détriment de certains, mais nul ne 
peut se plaindre que le revenu auquel il a droit est amputé. La pro- 
priété privée est donc justifiée dans la mesure seulement ou elle cor- 
respond au produit du travail et de l’épargne, elle ne l’est pour le 
surplus que si elle est utilisée conformément a l’intérét général. Des 
réformes sont souhaitables, en vue de supprimer les abus du régime 
libéral, non de transformer celui-ci. 

Albert Aftalion s’est éteint en décembre 1956 en Suisse prés de 
Genéve, ou ils’était retiré. I] était membre du Comité d’édition de la 
revue Kyklos. Son nom s’inscrira dans histoire comme celui d’un 
maitre incontesté des économistes frangais de la premiére moitié du 
vingtiéme siécle. 


Université de Paris Louis BAUDIN 
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PRODUCT-ADDING VERSUS 
PRODUCT-REPLACING INNOVATIONS* 


‘*Tn the affairs of ordinary life truths are apt to 
present themselves in fragments’’. 
ALFRED MARSHALL 


Adopted inventions—i.e., innovations—have been variously classi- 
fied. For example, R. F. Harrod, J. R. Hicks, and Mrs. Joan Robinson, 
being interested in the effect of innovation upon the relative shares 
going to labor and capital, have distinguished between capital-saving 
and labor-saving inventions!. O. Lange has distinguished inventions 
according to their effect upon planned output and upon the demand 
for particular factors’. Pigou examined inventions, as had Alfred 
Marshall, Leroy-Beaulieu, and (earlier) Senior, in terms of their 
effects upon the availability of wage goods*. Various writers have 
distinguished inventions on the basis of the comparative importance 
of the segments of the national economy upon which their cost- 
reducing effects are incident. It is probably now accepted, therefore, 
that the “‘inventions which affect productivity most are those which 


* Research underlying this paper has been facilitated by grants from the 
Ford and the Rockefeller Foundations. 

1. The studies by Hicks and Harrod are cited in Mrs. Rosinson’s paper, 
“The Classification of Inventions’, Review of Economic Studies, v (1937/1938), 
Pp. 139-142, as well as in some of her later books: Collected Economic Papers, New York 
1951, p.157ff.; The Rate of Interest and Other Essays, London 1952, p.40ff.; and 
The Accumulation of Capital, London 1956, p.97 ff., 132-135, 169-171, 315 ff. That 
innovations might be capital-saving was first recognized about the turn of the 
century, according to A.GourvitcH, Survey of Economic Theory on Technological 
Change and Employment, wea National Research Project, G-6, Philadelphia 1940, 
P-93-97. He cites Henry Sidgwick, J.B.Clark, E.Cannan, and F. W. Taussig. A 
similar distinction was made later by E.Lederer and N.Kaldor. See also A.C.Picou, 
The Economics of Welfare, 4th ed., London 1932, Partiv, Chap. 4, and earlier editions. 

2. Price Flexibility and Employment, Bloomington 1944, Chap. 12, and “‘A Note 
on Innovations’, Review of Economic Statistics, xxv (1943), p. 19-25. 

3. Op.cit., p.676-678. Pigou cites Marshall and Leroy-Beaulieu; cf. N.W.SENtor, 
Political Economy, 3rd ed., London 1854, p. 173 ff. 
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improve processes common to many industries”’, and that, therefore, 
the contribution of an invention to economic growth is highly corre- 
lated with the massiveness of its applicability throughout an eco- 
nomy’. 

The present essay consists of four parts. The most crucial part is 
Section m1, in which we inquire into the circumstances that condition 
the capacity of innovations to increase net national product, and in 
particular, into the properties that condition an innovation’s impact 
upon the elasticity of demand for income in terms of effort. A new 
three-category scheme for classifying innovations is developed and 
its significance for the study of changes in the rate of growth of output 
per worker is indicated. In Section! the basic problem, for the analysis 
of which this classificatory scheme has been developed, is outlined 
and illustrated, and implications for economic growth of variations 
in the elasticity of demand for income in terms of effort are examined. 
In Section 1 we present statistical and other data bearing upon the 
past movement through time of the elasticity of demand for income 
in terms of effort. In Section tv we examine the literature of economics 
to determine whether use has previously been made of the analytical 
concepts developed in Section m, and we identify some of the reasons 
responsible for the failure of economists to make use of such concepts. 

The term innovation, as used in this paper, denotes any adopted 
change in production functions which results in an increase in net 
national product per man-hour because the increase in output per 
unit of input, obtained through this change for some inputs, is not 
offset by associated decreases occasioned elsewhere. It is our intent 
to allow for enough additions to the national stock of capital to permit 
as much incorporation of the innovation into the economy as is 
compatible with a representative and relevant equilibrium rate of 
interest of the magnitude obtaining before the change was intro- 
duced. But it is not our intent to allow also for increases in output 
per man-hour occasioned by interest-reducing increases in the stock 
of capital, the spectrum of available techniques remaining un- 


4. See E.H. PHEtps Brown (with S.J. HANDFIELD-JonEs), ‘“The Climacteric 
of the 18g90’s: A Study in the Expanding Economy’’, Oxford Economic Papers, 1v 
(1952), p. 282, also p.283, 286-288, 290; B. WEBER and S.J. HANDFIELD-JONES, 
“*Variations in the Rate of Growth in the u.s.a., 1869-1939”, ibid., v1 (1954), 
p. 116-120, 125/126. 
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changed. Inasmuch as our concern is only with the effect of various 
kinds of innovation upon the number of hours worked per worker, 
the distinction just made need not be so sharp®; for almost all increases 
in income originating in increases in productivity may affect the 
number of hours worked. 


I 


For purposes of illustration use may be made of a model employed 
several decades ago by Paul H. Douglas®. Initially 1,000 men are 
producing 600 magazines per 6-day week, to sell at 10 cents a piece 
and bring to each worker $60 a week (it being assumed that employ- 
ment is full and that labor is the only factor of production involved). 
It is then supposed that output per worker per week doubles, in- 
creasing to 1,200, and that employment continues to be full, at least 
initially. One of three sorts of effects may then ensue. (a) Given 
unitary elasticity of demand, 1,200,000 magazines would be distri- 
buted at 5 cents, and the volume of employment, together with 
aggregate money wages in the magazine sector, would remain un- 
changed (it being assumed that side-effects would cancel out, or be 
negligible). (b) Given an elasticity of demand in excess of unity, 
workers and purchasing power would be diverted from other sectors 
to the magazine sector. For instance, if 1,800,000 magazines were 
taken at the new price (= labor cost) of 5 cents, an additional 500 
workers would be diverted to the magazine sector from other sectors, 
and with them a demand for magazines (= labor) of $30,000. 
(c) Given an elasticity of demand of less than unity, workers would 
be diverted from the magazine sector to other sectors where the 
release of purchasing power consequent upon the fall in the price of 
magazines had augmented the demand for output and labor. For 
instance, if only goo,ooo magazines were taken at 5 cents, and con- 
sequently there were employment for but 750 men in the magazine 
sector, 250 would become available to other sectors which would also 


5. Mrs. Robinson and others touch upon problems involved in the measurement 
of capital when methods of production change, in The Review of Economic Studies, 
XXI (1953/1954), p- 81-135. 

6. See ““Technological Unemployment’”’, American Federationist, xxxvu, Part 2, 
1930, p.923-938, particularly p.g26-931. See also Douctas and A. Director, 
The Problem of Unemployment, New York 1934. 
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experience the impact of an increment of $ 15,000 purchasing power, 
resulting from a decline in aggregate expenditure upon magazines 
from the initial $60,000 to $45,000. These 250 men would therefore 
find employment in other sectors at something like $60 a week. In 
each instance, therefore, aggregate employment would remain un- 
changed, and net national product would increase by the amount 
of product, whatever it turned out to be, that was made possible, 
directly or indirectly, by the technological improvement which 
initially doubled output per worker in the magazine sector. 

Of significance for the present discussion is an implication of this 
Douglas model, namely, that the aggregate volume of employment, 
expressed as the total number of hours worked, is constant. Despite 
the increase in output per worker in the magazine sector and (hence) 
the increase in average output and real income per worker’, each 
and every worker continues to work the same number of hours. The 
elasticity of demand for income in terms of effort is unitary, the 
increment in the demand for income consequent upon the decline 
in the effort price of income just sufficing to absorb the additional 
income (= hours) made available by the improvement experienced 
in the magazine sector. Had the elasticity implied been less, the 
aggregate number of hours worked would have diminished; had the 
elasticity exceeded unity, the aggregate number of hours worked 
would have increased®. In making this statement we assume that the 
membership of the employed labor force remains quantitatively un- 
changed, since otherwise the employment of additional workers 
might offset a decrease in the number of hours worked per week by 
those who had already been employed. Inasmuch as our main con- 
cern below is variation in the impact of innovation upon the growth 
of net national product, it makes little difference whether, with the 
population of working age constant, the aggregate number of hours 


7. If, as the Douglas model suggests, prices of products other than magazines 
are unaffected, an increase in real income is experienced only by those purchasing 
the cheapened magazines; real output per worker rises only in the magazine sector. 

8. See Lionet Rossins, “On the Elasticity of Demand for Income in Terms 
of Effort”’, Economica, x (1930), p. 123-139; Paut H. Douctas, The Theory of Wages, 
New York 1934, Chap. 12, especially p. 295-302. See also J.R.Hicxs, The Theory 
of Wages, London 1932, Chap.5; K.W.RoruscuiLp, The Theory of Wages, Oxford 
1954, Chap.3; D.H. Rosertson, Economic Fragments, London 1931, p.8-13, 19/20. 
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worked under various conditions is supplied by a constant employed 
labor force, or by an employed labor force of somewhat varying size’. 

In view of what has been said, innovations may be classified in 
terms of their influence upon the elasticity of demand for income in 
terms of effort, and, having been so classified, may then be further 
examined respecting differences in their properties. It is assumed, 
of course, that the innovation increases output per man-hour; and 
it may be assumed that the two points in time which are contrasted 
are just before the innovation is introduced and shortly after an 
equilibrium, compatible with restoration of the former rate of inter- 
est, has been established”. Suppose now that, with the labor force 
and the number of man-hours worked remaining unchanged, the 
capacity of the economy to produce is increased 10%. On an average, 
output and income per member of the labor force would be about 
10% higher if the number of man-hours remained unchanged. The 
number would remain unchanged, however, only if the overall 
elasticity of demand for income in terms of effort were unitary through 
the relevant range of the demand curve. If the elasticity were less 


g. See note 14 below. J.T. Duntop has endorsed, in some measure, C. D. Long’s 
conclusion that, in peacetime, the labor force, expressed as a fraction of the 
population standardized for age and sex, is stable. See ““The Demand and Supply 
Functions for Labor’’, American Economic Review, xxxvi (2), 1948, p. 348. 
D.ScHWARTZMAN finds that, contrary to P.H.Douglas’s conclusion, ‘‘the total 
supply of female labor is invariant with respect to wages’’. See “‘A Note on the 
Supply of Female Labor’’, Review of Economics and Statistics, xxxu (1950), p. 161. 
In a recent, informative study, presented at the December, 1956, meeting of the 
American Economic Association, under the title, ‘‘ Hours of Work and Hours of 
Leisure’, H.Grecc Lewis examinesvarious of the factors responsible for thedecline 
in the number of hours worked per worker per year. He finds, among other things, 
that since 1900 there has been a decline of about 8 per cent in the fraction of the 
u.s. male population, 14 and over, in either school or the labor force. As G. Mortara 
and G. J. Stolnitz find, the ratio of persons 15-60 to total size of stationary popula- 
tion, though relatively higher in high-mortality populations, does not vary greatly. 
See Stoxnirz, ‘‘A Century of International Mortality Trends’’, Population Studies, 
x (1956), p. 33/34. 

10. See note 5 above and text. In the discussion that follows I disregard the fact 
that one determinant of the additional amount of capital required to restore the 
pre-innovation equilibrium rate of interest is the number of man-hours that is 
forthcoming after equilibrium is restored. An increase in the number of shifts 
worked per day would of course reduce the magnitude of this amount. 
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than unity, the number of man-hours forthcoming would diminish; m 
for example, the labor force might, on an average, ‘ake out half the lei 
potential increment in output per head in the form of an increase a: 
in real income per head, and the other half in an increase in leisure m 
(i.e., in a decrease of about 5°% in man-hours worked per worker sif 
per week). If, on the contrary, elasticity exceeded unity, the increase we 
of about 10% in pay per man-hour worked would evoke an increase sh 
in the number of man-hours worked per week, with the result that w 
output per worker per week would rise". in 

As will be indicated in the historical Section 1v below, differences in 
in the impact of innovation commonly were ignored. It was usually ac 
supposed that employment tended to be “full”, and it sometimes (e 
was indicated that the number of hours worked per week tended to p 
fall as wages rose, given that workers were free to vary the number w 


of hours they worked. Inquiry was not made into the manner in 
which the increase in leisure made possible by innovation was distri- 


buted among the members of the labor force. It was merely recorded T 
that hours worked varied with occupation, as did decrements in the th 
number of hours worked, but little more rationale was provided other ce 
than that some groups were better bargainers than others. A great er 
deal was written about the labor-displacing effects of machinery, Vi 
particularly by writers classifiable as non-orthodox, but the possible in 
influence of variation in the elasticity of demand for income in terms is 
of leisure was disregarded. m 

While much of our discussion is couched in terms of Robbins’ ta 
formulation, its meaning has been clarified by Hick’s decomposition w 
of a change in demand into that attributable to change in substi- st 


tutability and that attributable to change in income, and by his 
finding that in the case of the seller the substitution effect and the 
income effect usually work in opposite directions!*. Because (at least B 


by our assumption) an innovation operates to raise real income per 

bi 

11. S. Kuznets has attempted to translate the increase in leisure experienced gi 

in the United States since 1869 into terms of net national product. When leisure A 

is assigned an estimated value, the flow of goods per capita, as of 1869-1878, is 
becomes $213 instead of $185, and, as of 1899-1908, $500 instead of $397. See 

Kuznets, ed., Income and Wealth of the United States, Cambridge (England) 1952, in 

p- 59, 68. See also below, note 21 and text; also Picou, op. cit., p.87, note. te 


12. See J.R. Hicks, Value and Capital, 2nd ed., Oxford 1948, p. 36/37. 
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man-hour for members of the labor force, the exchange value of 
leisure, expressed in terms of real income, rises, with the result that 
a substitution effect is set up against leisure and in favor of an aug- 
mentation of the number of hours worked; this effect may be inten- 
sified if expressed in terms of an effort-evoking wage pattern. This 
work-increasing effect is usually more than offset, however, as we 
shall see, by an income effect, since leisure is a superior good for 
which (except, perhaps, in the case of artists, scientists, etc.) the 
income elasticity of demand is positive. The incidence of increases 
in income arising from increases in the exchange value of effort is 
accentuated, of course, by increases of income from other sources 
(e.g., property); it may be reduced by taxes on income unless the 
proceeds of these taxes are spent in such a way as to provide taxpayers 
with free income!®. 


II 


The response of net national product to innovation depends upon 
the elasticity of demand for income in terms of effort—let this be 
called E—associated with the innovation in question. If E = 1, the 
entire increase in net national product made possible by the inno- 
vation will be realized. If E<1, only a fraction of the potential 
increase will be realized; the rest will be taken out in leisure which 
is not ordinarily included in gross or net national product. If E> 1, 
more than the potential increase will be realized, since one concomi-' 
tant of the innovation will be an increase in the number of man-hours 
worked per worker per week. It follows that, with the labor force 
still assumed to be constant!4, and with innovations otherwise similar, 


13. See T.Scrrovsky, Welfare and Competition, Chicago 1951, p.86-92; K.E. 
Boutpinc, Economic Analysis, 3rd ed., New York 1955, p.210/211, 797-801; 
HERMAN Wo Lp (with L.JuREEN), Demand Analysis, New York 1953, p. 101/102, 
129-132. When the length of the normal workday is fixed by collective agreement, 
but overtime at premium or penalty rates is allowed, the substitution effect is 
greater than if a straight-line pattern were followed. See ROBERTSON, op. cit., p. 8/9. 
As Lewis (op.cit.) demonstrates, the cost of leisure in terms of income foregone 
is greater among younger than among older workers. 

14. If, as has almost invariably been the case historically, the labor force 
increases because of increase in the population of working age, the argument needs 
to be translated into terms of man-hours per worker per day and week. The labor 
force may also increase even though the population of working-age remains 
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they contribute to the growth of aggregate and per capita net national 
product accordingly as they increase or diminish the overall elasticity 
of demand for income in terms of effort. It follows, further, that, 
with other conditions given, changes in the composition of innova- 
tions introduced, must, if such changes entail changes in the value 
of E, produce variations in the rate at which net national product 
increases per worker or per capita. 

While the data available do not permit refined analysis, they 
indicate that E must have been having a value of less than unity. 
For the number of hours worked per week has fallen and income 
per capita and per worker has risen in many advanced countries. 
A considerable fraction of the increase in per capita income—perhaps 
somewhat less than half in the United States—is attributable to 
increase in the amount of productive resources with which the worker 
is equipped; the balance is attributable to technical progress, that 
is, to innovation!>, Innovation has greatly increased income per wor- 
ker and per capita, but not as much as it has increased productivity 
per worker per work week of given hourlength. Income per worker 
and per capita would have risen considerably more had the number 
of hours worked per week not dropped. In considerable part, appar- 
ently, because of the increase in output and income per man-hour 
made possible by innovation and by increase in capital per worker, 
the number of man-hours worked per worker per week had declined. 

Income per capita has risen while the number of hours worked 
per week has declined throughout much of the past 150 years. For 
example, income per capita roughly doubled in the United Kingdom 


constant. When this happens, the argument may still be put on the same footing 
as in the text above, since our concern is the impact of an innovation upon the 
growth of net national product. In this situation, the additional amount of capital 
required would be greater under most circumstances. In the end, however, the 
given population would work, after the innovation had been introduced, either 
the same aggregate number of hours as before, or a smaller number, or a larger 
number; then E could equal, fall short of, or exceed unity, and net national product 
would be affected accordingly. 

15. E.g., see J.ScHMOOKLER, ““The Changing Efficiency of the American 
Economy, 1869-1938”, Review of Economics and Statistics, xxx1v (1952), p.226, 
229 ff.; Moses ABRAMOvITZ, Resource and Output Trends in the United States since 1870, 
NBER Occasional Paper 52, New York 1956, p.8-10; J. W. KEnprRick, Productivity 
Trends: Capital and Labor, NBER Occasional Paper 53, New York 1956. 





in b 
incr 


194 
the 
in t 
2 we 
in tl 
in t 
seco 
itcu 
The 
teen 
and 
like 
con 
pres 
per 
in I 


Puy 
temy 
Cen 
on i 
“ Qi 
and ( 


Wag 
p.-29 
Cha 


Scier 
latio 
Mit 


of th 
Lev 
and 


eta 


op.c¢ 





1 


PRODUCT-REPLACING INNOVATIONS 257 


in both the first and the second half of the nineteenth century; it 
increased about 300% in the United States between 1869-1878 and 
1944-1953'°. Hours of work did not really begin to decline until in 
the early part of the nineteenth century. For example, in England 
in the late 1600’s the work-day approximated 12 hours, of which 
2 were devoted to rest; this figure apparently exceeded that common 
in the Middle Ages but fell somewhat short of legal ceilings imposed 
in the Tudor period. In the eighteenth century, especially in the 
second half, the length of the workday increased until, around 1800, 
itcustomarily approximated 14 hours and, not infrequently, 16 hours. 
The length was reduced somewhat during the first half of the nine- 
teenth century, especially among women and children. Between 1850 
and 1880 it fell, in England and Western Europe, from something 
like 72-84 hours per week to something like 60-72. The decline 
continued in the last quarter of the nineteenth century and in the 
present century’. In the United States, the number of hours worked 
per week declined from something like 67 in 1869-1878 to about 61 
in 1899-1908 and to about 48 by 19408. 


16. On the United States see ABRAMOVITZ, op.cit., p.8; and on Great Britain, 
PuyLuis DEANE’s studies in the Economic History Review, the first of which, ‘‘Con- 
temporary Estimates of National Income in the First Half of the Nineteenth 
Century’’, appeared in Vol. vit (1956), p. 339-354. S. KuzNETs summarises data 
on income movements since the mid-nineteenth century in various countries in 
“Quantitative Aspects of the Economic Growth of Nations’’, Ec ic Developments 
and Cultural Change, v (1956), p. 5-94. See also E. PHELPs BRown (with S.J. HAND- 
FIELD-JONES), op.cit., p.2g2—298; idem and Sueita V. Hopkins, ““The Course of 
Wage Rates in Five Countries, 1860—1939”’, Oxford Economic Papers, N.S.11 (1950), 
p. 226-296; Corin Ciark, Conditions of Economic Progress, 3rd ed., London 1957, 
Chap. 3 and passim. 

17. See W.S. Woytinsky, “‘Hours of Labor’’, in Encyclopaedia of the Social 
Sciences, New York 1932, vul, p. 478-493, and (with E.S. Woytinsky) World Popu- 
lation and Production, New York 1953, p. 365-368; CLARK, op.cit., Chap.3; H.A. 
Mitus and R.E.Montcomery, Labor’s Progress and Some Basic Labor Problems, 
New York 1938, Chap.g; United States Bureau of the Census, Historical Statistics 
of the United States, 1789-1945, Washington 1949, p.66—71 ; DouGLas, of. cit., p. 527 ff.; 
Lewis, op. cit. The tradition that man should work eight hours, sleep eight hours, 
and recreate eight hours goes back at least to Alfred the Great (d.goo). See 
G.LANGENFELT, The Historic Origin of the Eight Hour Day, Stockholm 1954. 

18. Kuznets, ed., op.cit. (see note 11, above), p.65. See also J. F. DEwHurst, 
et al., America’s Needs and Resources, New York 1955, p.40/41; M.ABRAMOVITZ, 
op.cit., p.8-10, 16/17. 
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Considerable conjecture underlies the various estimates given of 
the number of hours worked per week, however; the trend is clear, 
but the path actually pursued is not. Furthermore, the decline, while 
attributable in part to the increase of output and income per man- 
hour, is not entirely attributable to income changes. For other some- 
what independent circumstances also made for a decline, especially 
in the first 50-75 years of the nineteenth century. Among these 
circumstances were: growing concern at the adverse effects of the 
inordinately long days worked by women and children; a well- 
founded belief that the increase in productivity per hour made pos- 
sible by a reduction of hours per day would more than offset the 
diminution of hours; legislative enactments; growing strength of 
trade unionism; and so on!*, In the second half of the nineteenth 
century, furthermore, the hours-reducing movement received effec- 
tive support also from the growing belief that more leisure was essen- 
tial to the masses if they were to educate and improve themselves, 
to increase their capacity to consume and hence their disposition to 
put forth effort and produce, and to acquire tastes making for the 
adequate control of their numbers”. While it is sometimes suggested 
that workers were not and are not free to vary much the number of 
hours they work, and that therefore variations in rate of pay cannot 
much affect the number of hours worked, this view overlooks the 
effects of absenteeism, leave, vacation, interjob shifts, etc. 


19. A. MARSHALL, when discussing the indirect influence exerted on the supply 
of population and grades of labor “‘by way of the ethical, social and domestic 
habits of life’’, remarked that ‘‘ these habits are themselves influenced by economic 
causes deeply, though slowly, and in ways some of which are difficult to trace, 
and impossible to predict’’. See Principles of Economics, 8th ed., 1920, p.218. It is 
likely that the economic cause of increasing productivity, when it was not itself 
the result of a decrease in hours worked per day and week, was, in Marshall’s 
sense, the major ultimate cause of the decrease in the number of hours worked. 

20. See GeorcE Gunton, Wealth and Progress (1887), New York 1897, p.v1, 
189/190, 234/235; Rosert S. Morrat, The Economy of Consumption, London 1878, 
p. 590/591, 602-609, also 610-651, on the population problem. Gunton’s book 
was inspired by Ira Steward (see note 28 below). In his Work and Wages, London 
1872, Chaps.3, 6, THomas Brassey indicated the essentiality of leisure to the 
education and improvement of the masses, but remarked that it could be realized 
only if, as often happened when hourly wages rose, productivity per man-hour 
were increased sufficiently. He observed, however, that an increase in pay served 
to diminish the worker’s “ordinary industry”? and hours of work unless his con- 
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Because information pertaining to the actual movement of the 
number of hours worked per week is incomplete and imprecise, and 
because other relevant data are similarly defective, it is not presently 
possible to estimate nicely the extent to which variation in £, impu- 
table to differences in the effects of innovation, has produced vari- 
ation in that portion of progress of net national product per head 
which is attributable to innovation. The variables which require to 
be quantified apparently cannot at present be sufficiently quantified 
and measured and thereby freed from the swamping influence of 
other changes that have impinged upon the movement of net national 
product per head or per worker. It seems probable, however, that 
innovations introduced have varied in time in respect of their effects 
upon E. If this has happened and the length of the work week has 
been influenced accordingly, then some of the variation in the move- 
ment of net national product per worker or per capita is attributable 
to variation in the E-effects of innovation. 

The cumulative influence of innovations with which a low E is 
associated is suggested by Kuznets’s estimates. On the supposition 
that if the hours given to leisure (whose number rose from a supposed 
11 per week in the 1870’s to 30 in the 1940’s) had instead been 
devoted to work, Kuznets found that the rate of growth of per capita 
income would not have decelerated as it in fact did?!. This estimated 
increase in leisure is traceable in large part to the increase in per 


sumption of goods and services increased (ibid., p.88/89). While W.E. HEARN 
also believed that a workman’s wants needed to be expanding for him to respond 
positively to an increase in wages, he supposed that wants answered to this 
description in advanced societies and that the leisure made possible by invention 
“may be applied to worthy objects’’; see Plutology, Melbourne 1863, p. 19-21, 183. 
Brassey found (op.cit., Chaps.3 and 4) that, as between countries, workmen 
differed both in their productivity and in their response to wage increases. ANDREW 
Ure asserted that, since every increase in income enabled a werker to satisfy his 
wants more fully, additional remuneration always induced workers to undertake 
additional tasks; see The Philosophy of Manufactures, London 1835, p. 364/365. 
D.H. Rosertson is very sceptical of the view that the dangled carrot was considered 
so efficacious in the early nineteenth century (op. cit., p. 10-13, 20/21). 

21. Kuznets, ed., Income and Wealth, p.65-69. For estimates of the prospective 
output-reducing impact of future increases in leisure, see C.D.STEwart, ““The 
Shortening Work Week as a Component of Economic Growth’’, American Economic 
Review, xvi (2), 1956, p.211 ff., also C. Kerr’s comment, p. 218 ff. As G. J. STIGLER 
points out (The Theory of Price, rev.ed., New York 1952, p.200), when computing 
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capita income, of which, as has been indicated, half or more is trace- 
able to innovation. Had innovations been of the sort with which an 
E of close to unitary elasticity is associated, the rate of growth of per 
capita income would not have undergone nearly so much retardation, 


III 


Having found that the movement of net national product is affected, 
and has been affected, by variation in the comparative frequency 
and importance of innovations with which a low value of E is asso- 
ciated, we may inquire into the properties of innovations by which 
the value of E is conditioned. 

Innovations, while of three sorts, fall into two main, not sharply 
distinguishable categories. First, an innovation may cheapen an 
existing product without significantly modifying it, by reducing some 
or all of the inputs entering into it; or it may bring into being a 
preferred substitute product which satisfies more economically or 
more satisfactorily a specific need theretofore satisfied by a somewhat 
similar product. Let us describe this first category as product-replac- 
ing, labeling it S and its two sub-categories, §, and S;, with the sub- 
scripts serving to identify the cheapening or substitute character of 
the S-innovation. Second, an innovation may bring into being an 
essentially new product, one designed to satisfy a more or less specific 
need not theretofore satisfied by any product included in the budgets 
of members of the labor force. Let us call this category of innovation 
product-adding and label it WV. It is not always easy, however, to 
distinguish between ar Ss; and an N-innovation. A product that is a 
superior substitute for one already in use frequently satisfies additional 
needs also; for example, an automobile, while a substitute for a horse- 
drawn carriage, also satisfies needs which a carriage cannot satisfy. 
Again, an S-innovation may bring to an economy products thereto- 
fore inaccessible or not very accessible, thus resembling an NV-inno- 
vation ; for example, a cheapening or a great speeding-up of transport 
may enable a given economy to draw from foreign parts products 


the loss of output occasioned by the decline in hours, account must be taken of the 
type of work, changes in the intensity of labor, and changes in the capital/man-hour 
ratio. Kuznets does not consider the output-cost of leisure in his ‘“‘ Quantitative 
Aspects...’’, loc. cit. 
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which it cannot produce domestically. Yet again, an V-innovation 
may bring about a reduction of the consumption of products there- 
tofore in use, just as does an S;-innovation. 

It is our thesis that changes in the composition of the felt needs 
which make up the budgets of members of the various sub-groups 
composing the labor force have their origin principally in innova- 
tions, and above all in innovations of the N-type or of the S;-type 
when these serve to make new products accessible, or to satisfy new 
as well as old needs**. Whether these so-called needs are physiologi- 
cally real or not, whether they are describable as factitious or not, 
is not relevant; it is essential only that they condition the conduct 
of members of the labor force. Accordingly, whereas (ceteris paribus ) 
some innovations tend to decrease E, the elasticity of demand for 
income in terms of effort, innovations of the V-type, or resembling 
it in effect, tend to increase E. They do this by modifying the indiffer- 
ence maps of suppliers of effort in a manner to increase the marginal 
significance (income being given) of that which is an alternative to 
leisure and for which work (or effort, or negative leisure) may be 
exchanged. In so far as this thesis is valid, therefore, other conditions 
being similar, a predominance of innovations of the N-type, or 
resembling it in effect, conduces to a longer work-week and a faster 
growth of net national product per head than does a predominance 
of innovations of the S-type (excluding those resembling the V-type 
in effect). 


22. J.A.ScHUMPETER found in innovation the main source of new wants, but 
he did not classify innovations as has been done above. See Business Cycles, 1, New 
York 1939, p. 73 ff. E. Lederer classified technical change in terms of its probable 
effect upon employment. Specifically, he distinguished technical change into two 
types: (a) “‘inventions’’, which “‘result in the substitution of a new commodity for 
one already in use’’, or allow the production of a commodity, “which was not 
known at all’’; (b) ‘‘technical improvements’’, which permit the production of 
“a commodity, already known, with lower costs’’. He includes in category (a) in- 
ventions producing both commodities that satisfy new needs (e.g., new medica- 
ments) and commodities that, as superior substitutes, satisfy old needs more 
effectively (e.g., motor-car as compared with horse-drawn carriage). He believes 
that, whereas the improvements included under (5) may result in technological 
unemployment, “‘inventions [which] create new needs will not have this effect’’. 
Inventions of substitutes do not operate to reduce employment, though they may 
not serve to increase employment. See Technical Progress and Unemployment, 1Lo 
Study No. 22 in Series c, Geneva 1938, p. 22-25. 


2 
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Before developing further the thesis just outlined, the source of 
the labor-inputs out of which newly innovated products are to be 
made must be considered. It will be assumed, for expositive con- 
venience, that the labor force, together with the population and its 
age composition are given, and that the labor force is fully employed. 
Problems associated with capital supply and raw materials will be 
passed over and it will be assumed that the average propensity to 
consume remains constant**, Accordingly, labor-inputs may be had 
from one or several of three sources, for the purpose of introducing, 
utilizing, and diffusing an innovation. They may be provided through 
the input-releasing effect of the innovation itself, if it is of the S, or 
the S; sort and elasticity of demand for the resulting product is low. 
Or, this source failing, labor-inputs may be diverted from other 
sectors of the economy, as happens when an §,-innovation is intro- 
duced and the demand for its product is elastic. Finally, labor-inputs 
may be diverted from the pool of leisure hours enjoyed by the labor 
force**, Because S,-innovations, by definition, reduce input per unit 
of output, and because S,-innovations displace products, innovations 


23. If this assumption is not made, consumer-oriented innovations may be 
carried out in part with labor and other inputs diverted from the formation of 
capital to that of products falling within the “‘consumer”’ category. It is quite likely, 
ceteris paribus, that an increase in the relative number of consumer-oriented inno- 
vations would be accompanied by an increase in the average propensity to consume 
and by a diversion of inputs from the formation of capital. It is true that J. S. Duesen- 
berry seems to be arguing contrariwise when he suggests that the propensity to 
consume is little affected by the appearance of new products. Kuznets’s findings 
do suggest, however, that a condition probably making for a decline in the savings 
rate of individuals is a shift of individuals from places where what Duesenberry 
elsewhere called the “‘demonstration effect’’ is less to places where it is greater; 
and something like a demonstration effect presumably is associated with N-type 
innovations. See S. Kuznets, ‘‘Proportion of Capital Formation to National 
Product”’, American Economic Review, xt (2), 1952, p.519-526; DuESENBERRY, 
“Innovation and Growth”, ibid., xtv1 (2), 1956, p.134/135 (also p.150, for 
I. Friend’s criticism), and Income, Savings and the Theory of Consumer Behavior, Cam- 
bridge (Mass.) 1949, p. 26 ff. 

24. If the labor force were not assumed to be constant, an increase in its size, 
even with the population and its sex-age composition constant, might provide 
additional labor-inputs. This has happened at times. In the United States the 
labor force participation rate, with the population standardized for sex and age, 
rose from 50.9% in 1890 to 52.7 in 1920 and 1940, and 55.3 in 1950. Not all of 
these were always employed, however. Moreover, between 1890 and 1950, average 
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falling within the S-category provide all, or at least a considerable 
fraction, of the inputs required for their introduction and use. These 
sources of labor-inputs are not generally and directly available, how- 
ever, for the introduction and use of the N-type of innovation, for 
this type does not make available products not theretofore in use. 
Labor-inputs must, consequently, be diverted from other uses in 
which they already are engaged, or from the pool of leisure hours, 
or, finally and occasionally, from the reserve of labor-inputs tempo- 
rarily made idle and available by S-innovations for whose products 
demand is inelastic. If S-type innovations are not releasing labor- 
inputs, there are available for V-type innovations only man-hours 
hitherto given to leisure, or man-hours divertable from the creation 
of products whose place in the consumer’s budget is being taken by 
new products made available by the V-type innovations in question. 
In reality, of course, labor-inputs are continually being made avail- 
able by S-type innovations, only some of which give rise to products, 
the demand for which is elastic. 

Let us now consider the comparative impact of S-type and N-type 
innovations on £, the elasticity of the demand for income in terms 
of effort, with effort expressed in terms of hours of work. Suppose a 
one-commodity universe, equipped with 150,000 man-hours, of 
which 30,000 are given to leisure and 120,000 to the production of 
120,000 units of W. Now suppose that output of W per man-hour is 
doubled by an S;,-type of innovation. Almost certainly the income 
demand for leisure would overweigh the substitution effect of this 
increase, with the result, say, that the consumption of W would rise 
to 150,000 and the hours devoted to leisure would rise from 30,000 
to 75,000. Given, instead of an S,-type, an Ss-type of innovation 
resulting in W’ which, by definition, is considered superior to W, but 
which also costs only 4% man-hour to make, consumption would 
exceed 150,000. Given (say) a consumption of 200,000 there would 
still be released 20,000 man-hours for addition to leisure. But now 
suppose that, simultaneously with either of the preceding S-type 


weekly hours declined at least one-third. See Dewuurst, op.cit., p.40, 722 ff. 
With industrialization of the West the number of hours worked per capita per year 
probably rose for a time as did the ratio of the labor force to the population. It is 
possible that upsurges during great booms and in times of war served particularly 
to increase this ratio. 
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innovations, the community also experiences an N-type resulting in 
a distinctly new commodity X. It is to be expected that, in time, in 
what has now become a two-commodity universe, a considerable 
number of the man-hours released but not absorbed by the S-type 
of innovation will be diverted to the production of X. If 120,000 man- 
hours are devoted to the two products, E will have a value of unity; 
but if, as is quite possible, some man-hours are diverted from leisure 
to the production of X and W (or W’), E will exceed unity. Aggregate 
and per worker net national product would be greater, given both 
an § and an N-innovation than given an S-innovation only. Suppose 
now that X also becomes subject to an S-type innovation. There 
will result an increase in the output of X, possibly an increase in the 
output of W (or W’), and an increase in the hours given to leisure 
If, on the contrary, there were an N-type innovation supplying 
product Y, man-hours would be diverted to Y from X and W 
(or W’) and probably also from leisure. Given both the S-type 
innovation affecting X and the N-type providing Y, production of 
_Y would absorb any inputs released by the X-cheapening innova- 
tion, and it might also draw additional man-hours from leisure 
and from W (or W’). 

The model just presented indicates that, in general, E£ is higher 
when N-type than when S-type innovations predominate. While E 
must have been below unity during much of the last century, it 
probably exceeded unity on occasion. It could not, of course, rise 
above unity when leisure had declined to an irreducible minimum, 
but this was not generally the situation after the middle of the nine- 
teenth century. Even so, it is only the continuing occurrence of S-type 
innovations that makes available labor-inputs for the introduction 
and use of V-type innovations. But it is the continuing occurrence 
of V-type innovations that keeps up the value of E and the rate of 
growth of the net national product of goods and services per worker, 
and it is to variation in the ratio of N-type to S-type innovations that 
some of the variation in the rate of growth of net national product 
per worker is probably attributable. 

So far the labor force has been treated as if it were a homogeneous 
body of which some value of E was at any time characteristic. The 
labor force is, however, composed of various sub-groups, of each of 
which, at a given time, some value of E is characteristic. The value 
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of E for the labor force as a whole is then a kind of weighted average 
of the somewhat diverse E’s characteristic of these different sub- 
groups. Accordingly, when some given V-type of innovation pro- 
ducing Z is introduced into an economy, considerable time usually 
elapses before the need for Z is felt widely, resources become available 
in relatively large amounts for its production, and increases in real 
income per head become attainable either through a reduction in 
leisure or through a more efficient use of inputs. At any given time, 
therefore, a number of N-type innovations will be in process of 
diffusion through the economy, often subject to S-type innovations 
even before the diffusion process has been completed, and this dif- 
fusion will be assisted by (among other things) the occurrence of 
S-type innovations which release inputs for the further exploitation 
of N-type innovations. Because of the length of time required, there- 
fore, to carry this diffusion process (together with its cumulative 
impact on £) to a state of comparative consummation, the impact of 
N-type innovations, even when quite numerous in comparison with 
the S-type, probably is spread out considerably in time. As a result, 
it becomes more difficult to sequester their impact upon £ than would 
be the case if the diffusion process were more rapid. Even so, this 
process is more rapid in countries where the aspiration to consume 
is high (e.g., u.s.A.) than where it is relatively low. 

The value of E reflects the response of members of the labor force 
to small changes in productivity and output. This response is con- 
ditioned by the composition of net national product and of the incre- 
ment to it that full use of the increment in productivity would permit. 
The response is conditioned, therefore, by the extent to which the 
use of products provided by not yet fully absorbed V-type innovations 
is becoming diffused through the labor force and by the extent to 
which V-type innovations are being newly introduced. One cannot 
properly speak of the labor force’s responding to increases in income- 
producing power. One should speak in terms of its responsivity to 
changes in the power to produce a new national product of more or 
less specified composition. For it is upon this composition that E 
depends in large measure. 

The value of E may be affected also by circumstances related to 
those already considered. Changes in income distribution consequent 
upon innovation might affect E somewhat as might also the impact 
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of complementarities between goods or between factors*®. It is likely 
that if, in order to maintain capital formation at a high level, con- 
sumption were held down by rationing and similar practices, and a 
large fraction of output consisted of capital goods, increases in pro- 
ductivity would be attended by much lower E values than if consumer 
sovereignty and freedom of choice reigned**. If, as happened in the 
second half of the nineteenth century, the irksomeness and the 
fatiguing power of labor?’ declined greatly, the attractiveness of 


25. An increase in income, of whatever origin, ifit reduces the supply of strategic 
agents (e.g., entrepreneurial services), may reduce the productive effectiveness of 
some other agent (say, labor) complementary to these agents. This effect would 
make the income of (say) labor lower than it otherwise would have been and so 
increase the man-hours of labor supplied, but probably not enough to offset the 
reduction in the marginal productivity of labor. Cf. my “‘ Prospective Population 
and Income Growth and Fiscal Policy’’, National Tax Journal, m1 (1950), p. 60-62. 

26. See note 23 above. Of course, if expectations regarding future incomes 
were affected, E might be affected slightly thereby. 

27. Historically, it is the irksomeness and the fatiguing power of labor that 
were stressed, especially in the nineteenth century literature. One does not, for 
example, encounter discussions of leisure as such, or of its economic significance, 
in the works of well-informed semipopular writers (e.g., WALTER BAGEHOT, Works, 
Hartford 1889; D.A. WELLs, Recent Economic Changes, New York 1889). Piecework 
and other arrangements allowing more pay for more output were often described 
as conducing to increased output. E.g., see C. BABBAGE, On the Economy of Manu- 
facturing and Machinery, London 1832, p.24/25, 177ff.; ANDREW URE, op.cit., 
p- 364/365, 371; BRAssEY, op.cit., p.266ff. Brassey even endorsed Adam Smith’s 
view that piecework tended to induce workmen to overwork. Fatigue received 
considerable attention in late nineteenth-century psychological literature. Time 
given to leisure as distinguished from time free of fatiguing activity, could not 
become important to the masses of men until the burdens of sustained work had 
been sufficiently reduced. What is important, wrote C. DELIsLE Burns in 1932, 
is the fact that millions of workers ‘‘have leisure with energy unexhausted and 
with many different opportunities for using it. This kind of leisure never existed, 
at least on such a scale, fifty years ago.... Most of those who had to work were 
worn out before they left work’’. See his Leisure in the Modern World, New York 1932, 
p. 219. Jeremy Bentham had made a similar observation in 1801 when he remarked 
that leisure was not to be had ‘‘among nations occupied exclusively with the satis- 
faction of their needs and always oppressed by fear of famine’’. See W. Stark, ed., 
Jeremy Bentham’s Economic Writings, m1, London 1954, p.86. See also ibid., p. 428, 
445/446. Mrs. RurH Mack believes that disutility of work was lower in America 
than elsewhere, in part for psychological reasons. See her ‘“Trends in American 
Consumption and the Aspiration to Consume”’, American Economic Review, XLv1 (2), 


1956, p.63, 65. 
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leisure as an escape from work might diminish, ceteris paribus, with 
the result that men would become more prone to exchange man- 
hours for products**. If the products cheapened or introduced by 
innovation were of the sort to which leisure is a complement, their 
increase would augment the consumption of leisure and hence reduce 
man-hours worked more than if leisure were not such a complement. 


IV 


The economists of the classical period did not, as a rule, touch even 
tangentially upon differences, of the sort we have been considering, 
in the impact of innovation upon the growth of net national product. 
Even Malthus and Senior are at most describable as partial excep- 
tions, since Bentham, though he might, on the basis of his psycho- 
logical hedonism, have anticipated the problem, seems not to have 
done so. Various circumstances contributed to this neglect. The 
classical economists were not equipped with a theory of marginal 
utility; and it was not until utility and disutility began to be stressed 
in the second half of the nineteenth century that a theoretical ground 
work was established for explaining the response of hours worked to 


28. It was not until late in the nineteenth century, as already noted, that incre- 
ments in leisure came to be looked upon, not as increments of non-work, but as 
time available for entertainment and enjoyment, as time whose use might serve 
to change man (see Burns, op.cit., p.208, 219). Until this change in view had 
emerged, what may be called the positive economic aspect of leisure, namely, 
its complementarity to some forms of consumption and pleasurable activity, was 
not emphasized. Partial exceptions are encountered, of course. For example, in 
1865 Ira Steward was arguing that consumption was complementary to leisure 
in that consumption could not increase unless leisure increased and made increase 
in consumption possible and attractive. See J.R.Commons, et al., A Documentary 
History of American Labor, Cleveland 1910, 1x, p.285. Even JEvons, who always 
stressed the irksomeness of labor, remarked (in The Theory of Political Economy, 
London 1871, p.176) that “‘there is also a general tendency to reduce the hours 
of labor in mercantile offices, due to increased comforts and opulence’’, and that 
a similar tendency was observable in mills, factories, etc. Some information 
respecting leisure time expenditures is given in J. F. DewnHurst, et al., America’s 
Needs and Resources, 1955, Chap. 11 ; see notes 20 and 27. See also ROBERTSON, op.cit., 
p.8-11, on the obstacles in the way of the worker’s varying his hours of work. 
On changes in opinion regarding economic and non-economic motives to work 
see also Z.C. Dickinson, Economic Motives, Cambridge (Mass.) 1922, Chap. 19. 
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increase in income arising from innovation or otherwise. Most of the 
classical writers were apprehensive lest population growth absorb 
the fruits of improvement and keep wages and incomes very low. 
Virtually all were concerned to show that innovation did not operate 
in the long run to displace workers from jobs and thereby increase 
unemployment. Apparently most of those who believed that the 
length of the workday should be reduced, looked upon legislation as 
the means to this end rather than upon increasing productivity 
as such”®, 

At the time Adam Smith was developing his views, it was still held 
by many, though not by all, that increases in wages are succeeded 
by decreases in the amount of effort put forth®. Smith therefore 
sought to combat this opinion, as did some of his disciples. Smith 
argued both that labor-saving improvements did not operate to re- 
duce employment and that high wages evoked a greater amount of 
effort than did low wages*!. J. B. Say reasoned, as did J. R. McCulloch 
later, that improvements increased the total amount of employment, 
since they reduced the prices of commodities, the demand for which 
usually exceeded unity. Say, though more explicit than Smith about 
utility, was content to repeat Smith’s argument that a liberal wage 
encouraged industry**. McCulloch, critical of Sismondi’s view that 


29. On this last point see L. R. Sorenson, ‘‘ Some Classical Economists, Laissez 
Faire, and the Factory Acts’’, Journal of Economic History, xt (1952), p. 247-262; 
K.O. Wa ker, “The Classical Economists and the Factory Acts’’, ibid., 1, 1941, 
p. 168-177; W.S.Jevons, The State in Relation to Labour, London 1882, Chaps. 2/3. 
On utility theory see Jacos Viner, ‘“The Utility Concept in Value and its Critics”, 
Journal of Political Economy, xxx (1925), p.369ff.; G.J.ST1GLer, ‘“The Develop- 
ment of Utility Theory’’, ibid., xv (1950), p.307ff., 373 ff. 

30. See E.S. Furniss, The Position of the Laborer in a System of Nationalism, New 
York 1920, Chaps.6/7; L.BrRENTANO, Hours and Wages in Relation to Production, 
London 1894, p. 2-7; also my French Predecessors of Malthus, Durham 1942, passim. 

31. Wealth of Nations (Modern Library Edition), edited by E.Cannan, New 
York 1937, p.81-86, 164, 271/272. Smith apparently meant both hours per year 
and effort per hour; he gave expression to a kind of Say’s Law. See my “The 
Physiocrats and Say’s Law of Markets’’, Journal of Political Economy, Lu (1945), 
p-193ff., 317ff. BRENTANO (op.cit.) in the 1870’s began strongly to argue that 
both high wages and short hours made for increases in production, up to a point. 

32. E.g., see Say’s Traité d’économie politique, Paris 1841, Bk.u, Chap. 7, Sec. 4; 
also Bk.1, Chap. 7, on invention, and Chap. 15, on Say’s Law. This law implicitly 
assumes at least a unitary value for E, in that there is no provision for a reduction 
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improvements could give rise to unemployment, believed that “‘hours 
of work are gradually lessened”’ when the “demand for labour is 
brisk and increasing”, presumably because, so long as wages were 
high, workers might have a little more time at their disposal and still 
be able to earn enough to satisfy both their desire to accumulate and 
their wants (which tended to grow with increases in their purchasing 
power). Whilst he asserted that a fall in wages caused workers, espe- 
cially those on piece-rates, to exert themselves more, he cited with 
approval Smith’s endorsement of high wages**. Ricardo, supposing 
human desires to be boundless, did not believe that the introduction 
of machinery would diminish the demand for labor in the long run, 
but he did not concern himself with its effects upon hours worked**. 
While J.S. Mill doubted if inventions had improved the conditions 
of the masses, his doubt was based upon their failure to regulate their 
numbers, not upon the existence of a long-run tendency for invention 


of hours and a redistribution of this reduction as leisure. Some expositions of the 
law seem to have avoided this implication. Smith, Say, and others were interested 
in dissipating both various resource-wasting forms of the make-work fallacy and 
the belief that backward-sloping supply curves of effort and risk-taking were 
characteristic of the western economies. It is currently held by some that such 
curves are characteristic of many eastern economies. E.g., see J. H. BoEKE, Economics 
and Economic Policy of Dual Societies, New York 1953; also his Oriental Economics 
(mimeographed), New York 1947. For a critique of Boeke’s views see B. Hiccins, 
“The ‘Dualistic Theory’ of Underdeveloped Areas’’, Economic Development and 
Cultural Change, tv (1956), p.g9-115; this paper is a condensed version of one 
appearing in Ekonomi dan Keuangan Indonesia, February 1955. See also PETER BAUER, 
West African Trade, Cambridge (England) 1954, p. 18-21. 

33. Principles of Political Economy, 5th ed., Edinburgh 1864, p. 142-144, 328, 330, 
339-348. He added that low wages checked population growth (ibid., p.330) and 
indicated the need for workers to enlarge their standard of life and restrain their 
numbers (ibid., p. 332-339). BABBAGE (op. cit., 4th ed., 1838, p.338-341) doubted 
whether the introduction of machinery always was finally succeeded by a sufficient 
increase in employment. 

34. Principles of Political Economy and Taxation, edited by E.C. K.Gonner, London 
1903, p.277, 280, Chaps. 5, 21, 31. In Chap.31, Ricardo, having been impressed 
by John Barton’s argument that the demand for labor depended on circulating 
and not on fixed capital, indicated that labor might be adversely affected in the 
short run by the introduction of machinery. Ricardo was concerned also with the 
effect of ‘‘improvements” upon rent. See ibid., Chap. 2; also H.G. Jonnson’s “An 
Error in Ricardo’s Exposition of his Theory of Rent”’, Quarterly Journal of Economics, 


Lxt (1948), p. 792/793. 
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to augment unemployment**. The last of the classical economists, 
J.E.Cairness, though he believed man’s wants to be unlimited, 
distinguished inventions accordingly as they did or did not cheapen 
wage goods. He concluded, therefore, that so long as the workers did 
not participate in the profits of industry, they tended to benefit from 
improvements only as these cheapened wage goods; and such 
cheapening was not common because many inventions did not 
cheapen wage goods, and because most wage goods were subject to 
increasing cost inasmuch as population growth soon cancelled out 
the cost-reducing effects of improvements**, The impact of invention 
on hours worked was not considered. 

Malthus and Senior emphasized the importance of variety as a 
stimulus to consumption, but did not translate their views regarding 
improvements into terms of variety. ‘‘ Most men’’, Malthus asserted, 
“‘place some limits, however variable, to the quantity of conveniences 
and luxuries which they will labour for’ 3’. If only subsistence is to 
be had, and to be gotten with two or three days labor per week, the 
cultivator will probably be content to work no longer**, His argument 
suggests that improvements are most likely to contribute to progress 
and to be unaccompanied by an increase in involuntary employ- 
ment or in indolence when they cheapen goods for which demand is 
elastic, or when they make available, either through domestic pro- 
duction or through importation, commodities of which there has 
been little or no consumption in the past®*. Senior remarked “that 


35. Principles of Political Economy, edited by W.J. Ashley, London 1921, p. 93-100, 
742/743, 751. Mill believed (ibid., p.g63-965) that the assistance of law was 
necessary if hours of labor were to be reduced. In his treatment of “‘productive 
consumption”’ (ibid., p.52), he implies that workers need little to maintain their 
productive capacity and he disregards the fact that disposition to work depends 
upon what it brings in. But see his more qualified argument, ibid., p. 104-106. 

36. Some Leading Principles of Political Economy Newly Expounded, New York 1874, 
p- 256/257, 276-289. Co-operative investment and profitsharing by workers, to- 
gether with regulation of their numbers, constituted the best means of improving 
the lot of the masses; see ibid., p. 289-294. 

37. T.R. Mattuus, Principles of Political Economy, 2nd ed., London 1836, p. 355- 

38. An Essay on the Principle of Population, 6th ed., London 1890, p. 424/425, 
also p. 368, 379, 535; Principles, p. 320-322, 335/336, 354- 

39. Principles, p. 351-360, 382/383, 396-398, 402-404; Essay, p. 423-425. See 
also V.E.Smirx, ‘‘Malthus’s Theory of Demand and its Influence on Value 
Theory”’, Scottish Journal of Political Economy, m1 (1956), p. 205-220. 
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our desires do not aim so much at quantity as at diversity”’, since the 
pleasure that any class of commodity “can afford” diminishes in “a 
rapidly increasing ratio” as its quantity increases until a further incre- 
ment “loses all, or nearly all, its utility” “. When writing of machinery, 
however, Senior does not apply this thesis, merely indicating that 
machinery rarely affects labor adversely and that it benefits labor 
most when it cheapens wage goods; the response of hours worked is 
disregarded". Variety was mentioned in the works of many subse- 
quent writers (e.g., Hearn, F. W. Walker, A. Marshall, S. N. Patten), 
but it was not considered in discussions of the impact of inventions*. 

It was Jevons, among the early utility theorists, who made dimi- 
nishing utility and increasing pain cost the main determinants of the 
length of the working-day**. Jevons, reasoning that the utility of 
increments of produce received in exchange for effort was subject to 
diminution whilst the supply of effort eventually became painful, and 
increasingly so as the work day became longer, indicated that the 
laborer would continue to put forth effort on any workday only until 
“the pleasure gained is exactly equal to the labour endured” *. 
Jevons goes on to argue that an increase in output and (hence) wages 
per hour will be accompanied by a diminution in the number of 


40. Op.cit., p. 11/12. Cp. Marshall’s law of satiable wants, note 48, below. 

41. Ibid., p. 162--170, 174 ff. 

42. W.T. THORNTON implies that, when innovations serve only to diminish 
the labor cost of products already in use, the number of jobs to be had diminishes; 
but that this does not happen when new kinds of employment are simultaneousiy 
brought into being. See On Labour, 2nd ed., London 1870, p. 339-341. This impli- 
cation, however, is rejected as invalid since, Thornton reasons, the introduction 
of machinery is always accompanied or succeeded by compensatory changes which 
bring about employment to offset the unemployment that machinery may have 
produced; see ibid., p. 341/342. 

43. H. H.Gossen in 1854 presented a theory similar to that of Jevons but it did 
not become known until much later. See his Entwicklung der Gesetze des menschlichen 
Verkehrs, etc., with foreword by F.A.Hayek, Berlin 1927, p.34-45. Gossen’s 
approach became that of M. PANTALEONI, Pure Economics (1889), London 1898, 
Part 1, Chap. 4, Sec. 10. 

44. See W.S.Jevons, The Theory of Political Economy (1871), p. 168-170, also 
p.207. When putting his statement in incremental terms (ibid., p. 170-174), Jevons 
indicated that both the worker’s productivity per hour and the utility of marginal 
increments of his product fell as the number of hours worked per day increased. 
Jevons supposes the worker to be free to vary his hours of work. He did not suppose 
machinery displaced labor in the longer run (ibid., p. 190/191). 








272 JOSEPH J. SPENGLER: PRODUCT-ADDING VERSUS 


hours worked if, as he considered usual, the worker’s getting “more 
than he did before, lowers the utility to him of any further addition” 
and, the irksomeness of his labor having already reached “a high 
point, he may gain more pleasure by relaxing that labour than by 
consuming more products’. By way of evidence he pointed to the 
decline in the length of the working day and to the fact that when 
necessaries had been more expensive in terms of labor, men had 
worked longer. Only members of the learned professions constituted 
exceptions, because the irksomeness of their labor increased so much 
less rapidly, relatively to “the degree of utility of the increasing 
reward’’, than did that of others*®. Jevons’s emphasis is upon the 
irksomeness of work (instead of upon the attractiveness of leisure) 
and upon increase in wants as a counterbalance to the tendency of 
marginal utility to fall**. He does not, however, proceed from the 
effect of an increase in wants to a classification of innovations in terms 
of their effects upon wants. 

During the last third of the nineteenth century it was generally 
accepted that labor-saving innovations tended to release enough pur- 
chasing power to permit the re-employment of most or all workers 
displaced by machinery, particularly if these workers were mobile; 
and it came increasingly to be recognized that leisure afforded not 
only relief from the irksomeness of work but also other forms of utility. 
The treatment of these two questions was not integrated and recon- 
ciled, however. In particular, the impact of changes in the esteem in 
which leisure might be held was neglected. It was observed that, as 
income or wages rose, more time would be given to leisure, and it was 
sometimes inferred that the diversion of time to leisure would even- 
tually set limits to the growth of net national product. It apparently 
was not recognized, however, that “improvement” in the variety 
and composition of gross national product might augment its mar- 


45. Ibid., p.174-178, 191 ff. Even the effort of the entrepreneur was attended 
by increasing irksomeness. ‘‘A successful merchant is generally willing to give a 
considerable share of his profits to a partner or a staff..., rather than bear the 
constant labour of superintendence himself”’. [bid., p. 176. 

46. He cites Bishop Berkeley’s query, ‘‘Whether the creating of wants be not 
the likeliest way to produce industry in a people?”’’. See ibid., p.178. The role of 
fatigue in increasing the irksomeness of successive increments of labor is touched 
upon in zbid., p. 191-197. On irksomeness see also JEvons, The Principles of Economics, 
London 1905, p. 72—-75- 
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ginal significance in terms of leisure; or that diminution of the irk- 
someness of work might either increase or decrease the hours of work 
that a member of the labor force stood ready to supply*’. 

Several writers may be considered. Marshall concluded “that 
increased remuneration causes an immediate increase in the supply 
of efficient work’’. This conclusion applies to those—and they appar- 
ently are in the vast majority, at least in northern climes—“‘whose 
mental horizon is wider, and who have more firmness and elasticity 
of character” and who, therefore, ‘“‘work the harder and the longer 
the higher the rate of pay which is open to them” unless they “prefer 
to divert their activities to higher aims than work for material gain’. 
At the same time Marshall indicated that many individuals found 
additional hours of work increasingly irksome and that increases in 
remuneration enabled them to satisfy their ‘“‘most urgent wants” with 
less work than formerly. He supposed presumably that, in most in- 
stances, new wants and desires had come in the wake of increases in 
pay and thus had made continually recede the stage at which the 
wants considered most urgent were satisfied. This process, however, 
had come to an end, Marshall believed, and relaxation and leisure 
were coming to be prized more highly than ever, with the result that 
the willingness to work long hours was beginning to decline**’. Wicksell 
implied that whether a rise in wages would evoke an increase in the 
supply of labor turned on whether the standard of living expanded 


47. E.g., see P. LERoy-BEAULIEU, Essai sur la répartition des richesses (1881), 4thed., 
Paris 1896, p.459, 461, and Traité théorique et pratique d’économie politique (1895), 
grd ed., Paris 1900, 1, p.355, 482, 493/494, IV, p.237, 271; H.Smwcwick, The 
Principles of Political Economy, 2nd ed., London 1887, p.314, 521/522; P.H. Wick- 
STEED, The Common Sense of Political Economy (1910), edited by L. Robbins, London 
1933, p. 522-526; L.WALRAs, Etudes d’économie politique appliquée, edited by G. Leduc, 
Paris 1936, p. 275/276; F.W.Taussic, Principles of Economics (1911), 2nd ed., New 
York 1920, p. 294-296; E. Levasseur, Salariat et salaires, Paris 1909, p. 85/86. 
According to Leroy-Beaulieu (Traité, 1, p.297), in backward countries a decline 
in the price of food, by making a worker’s support obtainable by fewer days work, 
reduced the days of work offered and eventuated in higher wage rates. Many other 
writers might be cited, particularly on the impact of innovation on employment. 

48. See A. MARSHALL, of.cit., 8th ed., London 1920, p. 140-143, 526-529, 
680/681, 694-696, 720/721; also p.g3 on the “‘law of satiable wants’’. Not all of 
this argument was included in the first edition. See, however, Elements of the 
Economics of Industry (1892), 3rd ed., London 1899, Bk. v1, Chaps. 2, 13, 15. See 
also his ““The Future of the Working Classes’’, written in 1873, in A. C. Picou, ed., 
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sufficiently*®. Chapman believed both that the strain per hour of work 
was increasing and that the value of leisure was being enhanced by 
wage increases, improvements in education, and social progress gene- 
rally. In consequence, what constituted the optimum length for the 
working day was diminishing and the pressure to reduce hours as 
output per hour rose was increasing®. None of these writers seems to 
have taken into account the fact that the attractiveness of the work- 
alternative to leisure turned on the extent to which the goods and ser- 
vices to be had in exchange for work became more novel and varied. 

Several writers reasoned that, because of the decline in the mar- 
ginal utility of money supposedly consequent upon increases in in- 
come arising from innovation, a portion of such increases as took 
place in productivity would be consumed in the form of leisure; but 
they did not apply this finding in analyses of the impact of innovation. 
The supply curve of human services tended to ascend very rapidly 
and often even to curl back, Irving Fisher believed, because the 
“marginal desirability of money decreases rapidly with an increase 
in earnings”, particularly when wants are few and simple, or when 
workers save and eventually become recipients of property income. 
This tendency was accentuated when labor itself was found un- 
pleasant. Wage increases therefore tended, after they had cumulated 
sufficiently, to occasion a shortening in the number of hours worked®!. 
Pigou reasoned somewhat similarly when he indicated that a tax on 
income, by increasing the marginal utility of money to the taxpayer 
but not the marginal disutility of his work, would increase the amount 
of work done®?. Knight argued that, given a wage increase, rational 


Memorials of Alfred Marshall, London 1925. Marshall criticized Bbhm-Bawerk for 
looking upon the effective supply of labor as fixed. See Principles, p.528 n. F.Y. 
EDGEWoRTH also criticized this opinion; see Papers Relating to Political Economy, 
m1, London 1925, p. 60-63. 

49- Knut WIcksELL, Lectures on Political Economy, edited by L. Robbins, London 
1934, P- 45/46. 

50. S. J. CHAPMAN, “‘ Hours of Labour’’, Economic Journal, x1x (1909), p. 354-373 

51. Elementary Principles of Economics (1910), New York 1918, p.312-314, 
436-438. Fisher apparently supposed that most innovations were of the sorts we 
have labelled Ss; and N, with the result that the new needs resulting provided 
employment for displaced workers. See ibid., p. 461/462. 

52. See op.cit., Ist ed., p.593, and cp. 4th ed., p.715ff.; also A Study in Public 
Finance, London 1929, p.83/84, and ibid., 3rd ed., Pt.u, Chap.5. In The Economics 
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workers would so divide their time between work and leisure as to 
increase both their money incomes and their leisure; for an increase 
in wages unaccompanied by a decline in hours worked entails a 
decrease in the marginal utility of money, with the result that the 
worker increases his purchases of goods and services, of which one 
is leisure**. 

It was against Knight’s statement in particular that criticism was 
directed. Reference has already been made to Robbins’ critique™. 
R. Frisch indicated that an increase in the wage rate entails a change 
in both money utility and the price of leisure. 


“The question is therefore whether the decrease in money utility takes place in a 
stronger proportion than the increase in wage rate. But the percentage with which 
the wage rate increases is, under the present simplified assumptions, equal to the 
percentage with which income would increase if number of hours worked were 
maintained unchanged. So the question is if the decrease in money utility takes 
place in a stronger or weaker proportion than that in which income increases... 
whether the money flexibility is larger than or less than unity in absolute value’’®5. 


The labor supply will increase (decrease) when labor incomes are 
at “a point in the income scale’ where money flexibility is below 
(above) unity. This flexibility, Frisch believed, was much above 
unity for very small incomes, thereafter decreasing with income 
increase until incomes became much higher. Hence wage increases 
evoked increases in work so long as workers’ incomes remained in 
this intermediate range*®. 

Only two writers seem to have distinguished in some degree be- 
tween innovations which have cheapened products in use and those 
which have brought essentially new products into use. We have 


of Stationary States, London 1935, p. 163/164, Pigou indicates that, because the 
“marginal desire for commodity-income’”’ is elastic in the longer run, an increase 
in wages may not result in a decline in the output of work. 

53. F.H. Knicut, Risk, Uncertainty, and Profit, Boston 1921, p. 117/118. 

54. See note 8 and text above. 

55. New Methods of Measuring Marginal Utility, Tiibingen 1932, Chap. 10, esp. 
p- 100/101, also p.62—-65. 

56. Ibid., p.g7—99, 108 ff. The effect of receipt of non-wage income is discussed, 
p. 101 ff. At the time he was writing, Frisch inferred, American wage-earners were 
in this intermediate range, whereas many European wage-earners remained in 
the small-income category (ibid., p. 100). 
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already referred to Lederer’s distinction®’. Somewhat more suggestive 
is that of C.R. Noyes. He observes that when technical improve- 
ments, etc., 


“occur with regard to means for wants which have previously been satiated, we 
should expect some definite and one-time shortening of the working-day and some 
immediate increase in the number of wants satisfied. When improvements bring 
the ‘real cost’ of means for wants previously unsatisfied down to a point where 
they can be satiated, we would expect some definite and one-time lengthening of 
the working-day and some immediate foregoing as to minor wants previously 
satisfied ’’58, 

**The working-day was shortened as a result of improvements of technique in the 
range of prior wants; but it was maintained or even lengthened as a result of 
improvements in the range of subordinate wants’’. 


It was not until technique, having greatly reduced the require- 
ments of “great prior wants’ and made time available for “‘sub- 
ordinate wants’’, also sufficiently reduced the real costs of satisfying 
the latter, that men were disposed to give up some leisure in exchange 
for subordinate wants®®. 

In other types of studies it has been found that the rates at which 
consumption per head of consumables has risen differ greatly from 
product to product. This is evident in studies of price and income 
elasticity and in related inquiries™. It is evident also in studies con- 
cerned with the retardation of economic growth in particular indus- 


57- See note 22 above. Distinctions have on occasion been made between the 
types of industries in which improvements have taken place and into which 
investment has flowed, but the distinctions have not been precise and they have 
not been translated into terms of the elasticity of demand for income in terms of 
effort. E.g., see GouRviTcH, op. cit., Chap. 6. 

58. Economic Man, New York 1948, p.973. Illustrative of the latter type is the 
great reduction of the price of automobiles in the 1920’s which was accompanied 
by both a lengthening of the number of hours actually worked and a falling off 
in the demand for shoes, ‘‘Sunday suits’’, etc. See ibid., p.g74 n. 

59. Ibid., p. 1404-1406, also p.g76-978, 561-563, 569/570. 

60. E.g., see WOLD, op.cit.; W.Z.Hirscn, ‘‘A Survey of Price Elasticities”, 
Review of Economic Studies, x1x (1950/1951), p. 50-60, and “‘On the Phenomenon 
of Inelastic Demand”’, Southern Economic Journal, xvut (1951), p. 30-45; L.J. Para- 
piso and C. Winston, ‘‘ Consumer Expenditure-Income Patterns’’, Survey of Current 
Business, xxxv, September 1955, p. 23 ff.; DEwnurst, op.cit., Chaps. 4-14; Exiza- 
BETH W.GrLBoy, “Elasticity, Consumption, and Economic Growth’’, American 
Economic Review, xtvt (2), 1956, p.119-133, and I.FRIEND’s comments, ibid., 


p- 144-151. 
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tries, in consequence partly of competition experienced from indus- 
tries growing more rapidly than the economy as a whole®!, and in 
studies dealing with growing and changing consumption patterns®., 
That the change in the composition of the annual flow of consumer 
goods, indicated by these growth differentials, is a major determinant 
of the elasticity of the supply of effort has not, however, been 
stressed®*, This neglect is due in considerable measure to the fact 
that, despite the ascendancy of the Austrian school and the persistence 
of concern over the population problem, consumption, together with 
(what may be called) its psycho-dynamics, received little attention 
from most economists before the so-called Keynesian revolution™. 
Such neglect is strange, in view of economists’ concern with the 
population problem, since S-type innovations must be much more 
favorable to family-formation and fertility than are N-type inno- 
vations. The disregard of the possible effects of variation in the ratio 
of V-type to S-type innovations upon the rate of growth of net national 
product per head, whatever its origin, was further reenforced by the 
many difficulties attendant upon quantifying this ratio satisfactorily 
and upon distinguishing between the effects of variations in this ratio 
and the effects of variations in other factors by which the rate of 
growth of net national product per head may be affected. Even so, 
some estimate of effects of changes in this ratio seems attainable; it 
would add to our understanding of the forces by which the rate of 
growth per head has been conditioned at various times. 


Duke University, Joseru J.SPENGLER 
Durham, N.C. (U.S.A. ) 


61. E.g., see A. F. Burns, Production Trends in the United States since 1870, New York 
1934, Chap. 4, esp. p. 126-145, 153 ff, 173. 

62. E.g., see Mack, op. cit., p. 55-68. 

63. But see ibid. for Mrs. Mack’s emphasis upon the effort-stimulating power 
of the aspiration to consume and her account of some of the forces that have fed 
this aspiration in America. 

64. There were exceptions; e.g., A. Marshall, J.A. Field, Hazel Kirk. Be‘ore 
the 1930’s, it was assumed, as a rule, that consumption was the object of production 
and the prime mover in economic life. It was supposed also that the bulk of net 
national product consisted of consumables, an assumption borne out by the fact 
that 85-95% of net national product usually consists of consumables. 
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SUMMARY 


Other conditions being given, the rate at which net national product per head 
increases depends in part upon the degree to which newly utilized innovations 
augment E, the elasticity of the demand for income in terms of effort. For the 
greater the value of E, the less will increases in productivity per man-hour be taken 
out in leisure, which is not included in net national product, and the more will 
they be converted into measured product; in fact, if, as probably has happened 
at times, E for an economy’s entire labor force exceeds unity, the flow of goods 
will increase both because of increases in output per unit of input and because 
of increases in the aggregate input of labor. Whenever productivity is increased 
through innovation, some of which will be of (what we have called) the N-type 
and some of the S-type, the labor force may choose between consuming either more 
leisure, L, or more newly or recently introduced goods, V, or more S, substitutes 
for goods already in wide use, or cheaper forms of these goods, or, finally, some 
combination of these alternatives. When S-type innovations predominate, the 
consumption of § increases somewhat, that of V increases in relatively greater 
measure, and that of L invariably increases. When, however, V-type innovations 
predominate, the consumption of L may not increase at all and it may even 
decrease; the consumption of S§ increases relatively little while that of NV increases 
greatly, sometimes at the expense of L. In sum, changes in the value of E (which 
is an average of the E-values characteristic of the sub-groups making up the labor 
force) is conditioned by changes in the composition of the flow of products, as 
well as by changes in the size of this flow; its value is sustained (is increased) when 
V-type innovations are sufficiently numerous to modify the composition of the 
flow of products enough (more than enough) to offset increases in its quantity. 
Accordingly, the rate of increase in net national product per head is greater when 
there is a sufficiency of V-type innovations to prevent all or most of the man-hours 
released by S-type innovations from being diverted to leisure. Economists have 
neglected the dependence of the value of E upon the composition of the flow of 
goods and hence upon the effect of variation in the ratio of N-type to S-type 
innovations on this composition. 


ZUSAMMENFASSUNG 


Erfindung von neuen Produkten und Erfindung von Substitutionsprodukten. Sind die iibrigen 
Bedingungen gegeben, so ist die Zuwachsrate des Nettosozialproduktes pro Kopf 
teilweise vom Grade abhangig, in welchem neu eingefiihrte Erfindungen die 
Elastizitat der Nachfrage nach Einkommen ausgedriickt in Form von Anstren- 
gung (£) erhéhen. Denn je grésser der Wert von E ist, desto weniger werden sich 
Steigerungen der Produktivitat pro Arbeitsstunde in (nicht zum Nettosozial- 
produkt zahlende) Musse umsetzen und desto mehr in vermehrte Produktion. 
Wenn E fiir die Gesamtheit der Arbeiiskrafte einer Volkswirtschaft grésser ist 





nac 
abl 


aus 


Inve 
dor 
du 

de! 
de 

sere 
plu 
pro 
nor 
pat 





ad 


he 
en 
nll 


PRODUCT-REPLACING INNOVATIONS 279 


als Eins, wie dies wahrscheinlich zeitweilig der Fall war, so verbreitert sich der 
Giiterstrom, weil die Produktion sich pro Einheit der verwendeten Produktions- 
mittel erhéht, wie auch als Folge der grésseren aufgewendeten Arbeitsmenge. 
Erhoht sich die Produktivitat durch die Einfiihrung von Erfindungen, die teil- 
weise vom V-Typus (neue Produkte) und teilweise vom S-Typus (Substitutions- 
produkte) sind, so kénnen die Arbeitnehmer wahlen zwischen vermehrter Musse 
(L), dem gesteigerten Verbrauch von neuen oder kiirzlich eingefiihrten Giitern 
(NV), von Substitutionsprodukten (S) fiir Giiter, die bereits ausgedehnte Ver- 
wendung finden oder von billigeren Formen dieser Giiter, oder schliesslich zwi- 
schen irgendeiner Kombination dieser Méglichkeiten. Wenn Erfindungen vom 
S-Typus vorherrschen, so vergréssert sich der Konsum von S etwas, jener von V 
erhoht sich in relativ starkerem Ausmass und die Zunahme von L bleibt sich 
gleich. Wenn hingegen Erfindungen vom N-Typus vorherrschen, so braucht L 
sich iiberhaupt nicht zu erhéhen und kann sogar zuriickgehen; der Verbrauch 
von § steigt relativ wenig, wahrend jener von WN stark zunimmt, bisweilen auf 
Kosten von L. Zusammenfassend kann gesagt werden, dass Veranderungen im 
Werte von E (als Durchschnitt der fiir die Untergruppen der Arbeitnehmer 
geltenden E-Werte) bedingt sind durch Veranderungen in der Zusammensetzung 
des Giiterstromes, wie auch durch Anderungen in der Grésse dieses Stromes. Der 
Wert von E wird gestiitzt (erhéht), wenn Erfindungen vom NV-Typus so zahlreich 
sind, dass die Zusammensetzung des Giiterstromes ausreichend (mehr als aus- 
reichend) verandert wird, um die Steigerung der Giitermenge auszugleichen. 
Infolgedessen ist die Zuwachsrate des Nettosozialprodukts pro Kopf grésser, 
wenn durch geniigend Erfindungen vom N-Typus verhindert wird, dass alle oder 
die meisten der durch Erfindungen vom S-Typus freigesetzten Arbeitsstunden 
der Musse zugute kommen. Bisher wurde von den Okonomen die Tatsache ver- 
nachlassigt, dass der Wert von E von der Zusammensetzung des Giiterstromes 
abhangt und damit von der Wirkung, die durch Veranderungen im Verhaltnis 
zwischen Erfindungen vom V-Typus und S-Typus auf diese’ Zusammensetzung 
ausgeiibt wird. 


RESUME 


Invention de nouveaux produits et de produits de remplacement. Les autres conditions étant 
données, le taux d’accroissement du produit national net par téte dépend en partie 
du degré auquel les inventions nouvellement introduites augmentent I’élasticité 
de la demande de revenus exprimée sous la forme d’efforts (E). Car plus la valeur 
de E est élevée moins les augmentations de la productivité par heure de travail 
seront converties en loisir (qui n’est pas compris dans le produit national net) et 
plus elles le seront en production accrue. En fait, si E, comme c’est parfois le cas 
probablement, excéde l’unité pour l’ensemble de la main-d’ceuvre d’une éco- 
nomie, l’afflux de biens augmentera, 4 la fois parce que la production s’éléve 
par unité des moyens de production utilisés et en raison de la plus forte 
quantité de travail déployée. Toutes les fois que la productivité s’accroit, du fait 
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de l’introduction d’inventions qui sont en partie du type V (nouveaux produits) 
et en partie du type S (produits de remplacement), les travailleurs peuvent choisir 
entre une augmentation des loisirs (L), une plus forte consommation de biens 
nouveaux ou introduits récemment (WV), de produits de remplacement (S) pour 
des biens déja largement utilisés, ou des formes 4 meilleur marché de ces biens, 
ou enfin entre l’une ou |’autre combinaison de ces possibilités. Si les inventions 
du type S prédominent, la consommation de S s’accroit quelque peu, celle de V 
progresse dans une mesure relativement plus forte et l’augmentation de L reste 
la méme. Si, par contre, ce sont les inventions du type V qui prédominent, L n’a 
pas du tout besoin de s’élever et peut méme reculer; la consommation de S pro- 
gresse relativement peu, alors que celle de N augmente fortement, parfois au 
détriment de L. En résumé, on peut dire que les modifications dans la valeur de E 
(qui est une moyenne des valeurs E concernant les sous-groupes de travailleurs) 
sont conditionnées par les changements dans la composition de |’afflux de biens, 
comme aussi par les modifications de l’importance de cet afflux; la valeur de E 
est soutenue (accrue) lorsque les inventions du type NW sont suffisamment nom- 
breuses pour modifier la composition de |’afflux des biens assez (plus qu’assez) 
pour compenser |’accroissement de la quantité de biens. Par conséquent, le taux 
d’augmentation du produit national net par téte est plus élevé lorsqu’il y a 
suffisamment d’inventions du type WV pour empécher que la totalité ou la majeure 
partie des heures de travail libérées par les inventions du type S le soient en faveur 
des loisirs. Les économistes ont négligé jusqu’ici le fait que la valeur de E dépend 
de la composition de l’afflux des biens et, partant, de l’effet qui est exercé sur cette 
composition par les variations dans la relation entre les inventions du type WN et 
du type S. 
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THE SHORT-RUN PROBLEM OF GROWTH 
IN UNDERDEVELOPED COUNTRIES* 


One of the major problems that arises in theorizing about the be- 
havior of an economy over a long period of time—i.e., in theorizing 
about the trend—is how to handle the shorter-run fluctuations. In 
discussing short-run phenomena it is generally possible to assume 
that they are independent of “long-run” developments. For example, 
the theory of income determination devised by Keynes assumes that 
net investment—a short-run phenomenon—is occurring, but that 
changes in the capital stock—a long-run phenomenon—are non- 
existent. If, however, we “‘lengthen”’ the analysis to take into account 
the effect on income behavior of changes in capital stock, we cannot 
then ignore net investment. Thus, where the theory of a short-run 
process can afford to omit explicit assumptions about the nature of 
the longer-run processes going on simultaneously, a theory of these 
longer-run processes must include an explicit assumption as to the 
behavior of the shorter-run phenomena and the effect of that be- 
havior on the longer-run processes. 

Since discussions of the economics of the so-called underdeveloped 
countries are almost always set in a long-run context, the preceding 
remarks seem especially relevant in any examination of the problems 
of such countries. These countries are interested in achieving a 
sustained upward trend in per-capita income; it is evident then that 
the appropriate theory should be one that establishes the relationships 
necessary to account for the behavior of the per-capita income trend. 
At the same time, however, this long-run theory, and the policy 
implications contained therein, must be consistent with the short-run 
mechanism that governs the economy under discussion. I¢ is sug- 
gested here that a not insignificant proportion of the theorizing on 
development yields dubious policy advice because of a failure to 
consider carefully the short-run effects of that policy on the system. 
The purpose of this paper is to examine several phenomena of 


* I have profited from a discussion of some of the arguments of this paper with 
my colleague, Arthur M. Okun. 
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strategic importance to the short-run functioning of the economy of 
an underdeveloped country—the behavior of the short-run aggre- 
gative supply curve, the interest rate, and wage rates—and to in- 
dicate the limitations that the results of this examination impose on 
long-range policy. Among the findings of our analysis there are two 
general results that are of considerable practical importance, and in 
addition run counter to much of current thinking. In the first place 
we show that it is essential to the success of a development program 
that it should be carried out gradually and with caution at the outset, 
and that only after considerable progress has been made is it safe to 
undertake the big push so often called for in the relevant literature!. 
Indeed, we show that, ifan investment program of major proportions 
is initiated without the appropriate initial conditions having been 
previously created, the development effort is almost sure to fail. In 
the second place, our analysis suggests that current thinking unduly 
emphasizes the problem of the relative scarcity of capital, and tends 
to neglect the more intractable and more relevant difficulties as- 
sociated with the “social and economic environment” in which the 
growth process must work itself out. We adduce reasons for believing 
that it is the characteristics of this social and economic environment 
that provide the chief short-run barrier to rapid progress, and that 
the capital shortage problem is of secondary importance as an im- 
mediate obstacle to growth. 

The first section deals with the characteristics of the developing 
economy that are relevant for our purposes. The following three 


1. The reference is to the argument that, because of the particular form of the 
problems in low-income countries, it is necessary to carry out a major, large-scale, 
“balanced”? investment program at the outset of the development effort. The 
boldest statement of this position may be found in WALTER GALENSON and HARVEY 
LEIBENSTEIN, “‘ Investment Criteria, Productivity, and Economic Development”, 
Quarterly Journal of Economics, tx1x, Aug. 1955, P- 343-371. See also H. W. SINGER, 
**Economic Progress in Underdeveloped Countries’’, Social Research, xv1, March 
1949, p.1-g; RAGNAR NurksE, Problems uf Capital Formation in Underdeveloped 
Countries, Oxford 1953, Chapters 1 and m; and Paut N. RosEnsTEIN-RODAN, 
**Problems of Industrialization of Eastern and Southeastern Europe’’, Economic 
Journal, tu, June/September 1943, p. 202-211. This point of view is also supported 
by many publications of the United Nations, especially those of a theoretical 
nature, and likewise by some of the case studies on development carried out by 
the International Bank. 
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sections consider individual problems that arise—or may arise—in 
the short-run in the carrying-out of a developmental program. The 
final section attempts to put the results into a longer-run context. 


I 


The chief distinguishing features of countries generally classified as 
underdeveloped are now widely known?, here we need call attention 
only to the characteristics of such countries as are of direct relevance 
to our discussion. 

For purposes of income theory, it is assumed that, in the short run, 
population, technology, market structure, etc. are constant, and the 
level ofincome is regarded as adjusting itself within a setting provided 
by the existing state of these factors. In studying the short-run income- 
generating process in an underdeveloped country, it is essential to 
recognize explicitly that this process must work itself out in a general 
social setting that discourages quick responses and sensitive adap- 
tations to changing conditions and to changing economic policies. 

In particular, it is necessary to recognize the limitations imposed 
by the absence of well-developed and sophisticated administrative 
agencies, especially in connection with the monetary and tax system. 
In most low-income countries the monetary and fiscal systems are 
the opposite of sophisticated, and cannot be relied on to function in 
an effective enough way to produce the results expected in the light 
of the set of relationships underlying the theory. This is to say that, 
even though a particular policy would yield desired results if put into 
effect, it is impossible to carry it out, not because of a shortage of 
capital or labor, but because administrative capacity—both govern- 
mental and private—is lacking. 

In the second place, explicit attention must be given to the supply 
problem. Underdeveloped countries are in general characterized by 
alowcapital-labor ratio as compared with the high-income countries 
of the world. There is no idle capacity in existence in the sense of 
unused capital and unoccupied land, but there is evidence that almost 


2. See, for example, the Economic Commission for Asia and the Far East’s 
issues of Economic Survey of Asia and the Far East and the Economic Commission for 
Latin America’s issues of Economic Survey of Latin America. 
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all underdeveloped countries have some resources that are available 
for capital formation. The most obvious of such resources, and one 
that is widespread, is unemployed labor, the unemployment being 
due almost always to lack of the necessary complementary resour- 
ces—capital and entrepreneurship. It is, however, impossible for 
output to be increased without first increasing capacity; therefore, 
when demand increases it is difficult to increase supply before there 
has been a substantial upward pressure on the price level. The key 
problem is to bring labor into activity that will increase the capacity 
of the system, and this necessarily takes time, quite apart from the 
period which must elapse before the increment in capacity comes 
into being. All this means that, despite the existence of unused 
resources—or resources not put to their optimum use—in most 
low-income countries, the short-run supply curve is exceedingly in- 
elastic. 

Finally, it seems necessary to consider exactly what kind of 
question confronts the policy-maker in the underdeveloped country. 
In advanced countries his concern is chiefly with the question: What 
is the proper amount of investment (or government spending or 
export surplus) necessary to achieve full employment without pro- 
ducing inflation? The answer is, of course, framed in terms of the 
marginal propensities to consume and to import and of the multiplier. 
It may be observed, that the evel of per-capita income or its rate of 
growth is rarely referred to. For the underdeveloped country a differ- 
ent question is asked: What is the maximum rate of investment 
possible without reducing consumption below acceptable levels and 
without producing ruinous inflation? The propensities are relevant 
here also, but considerable attention must be devoted to other things 
as well. In particular, the effect of the short-run income-generating 
process on the level of income and its rate of growth is of direct 
interest. We may say that for the most part the short-run problem 
in advanced societies is that of ensuring equality between aggregative 
demand and supply, while the problem in low-income countries is to 
make certain that the performance of the system in the short-run 
will result in increased capacity for the economy. 

Thus there is considerable slack to be taken up in the system of the 
underdeveloped country, and at the same time it has a strong in- 
flationary tendency. The short-run problem is to take advantage of 
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this slack without creating an inflationary situation. We will assume 
that a given country undertakes a development program designed to 
raise per-capita income by solving this short-run problem. It does not 
matter whether the development program is government-sponsored 
or initiated by the private sector. In order not to have to explain 
why the private sector should suddenly become interested in carrying 
out a development project, we may make the (realistic) assumption 
that the initiating impetus comes originally from the government. 


II 


For the system in which there are idle resources but no idle capacity, 
it is necessary to assume an interval (for the creation of capacity) 
between the point when new demand comes into being and the 
point when an increased supply is forthcoming to match the in- 
creased demand. Money income, however, is increased immediately, 
and consequently there will be an increase in induced outlay on 
consumer products. This increased outlay cannot be matched by an 
immediate increase in the output of consumer goods and may itself 
call forth additional outlays to create new consumer-good capacity. 
These outlays also generate more money income without an immedi- 
ate increase in supply. The production lags cause inflationary pres- 
sure, the extent of which depends upon the length of the interval for 
capacity-creation, the size of the initial outlay, and the length of any 
consumption lags (behind increases in money income) that may 
occur in the system’, 

Now the problems of deficiency of capacity in the underdeveloped 
country may be accounted for by an inadequate supply of comple- 
mentary factors in relation to the available supply of labor‘. To in- 
crease output it is then necessary to increase the amount of non- 


3. The longer the lag of consumption expenditure behind the increase in money 
income, the less the inflation pressure will be. It seems likely, however, that con- 
sumption lags may be negligible in areas where income hovers around the sub- 
sistence level. 

4. Limited substitutability between capital and labor as an explanation of 
unemployment has been examined in a useful fashion by R.S. Eckaus, ‘‘ Factor 
Proportions in Underdeveloped Areas”’, American Economic Review, xLv, September 
1955, P- 539-565. See, however, footnote 11, and Section Iv. 
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labor inputs used in the productive process. Since the supply of land 
is limited—almost by definition—and the supply of entrepreneurial 
talent can hardly be manipulated in the short-run, the interval for 
capacity-creation become essentially an interval for capital-creation, 
and this fact is likely to accentuate the inflationary pressure. The 
capital-goods industries in underdeveloped countries are less ad- 
vanced than other industries because of the greater demands of such 
industries on skilled labor and technology. The result is that new 
capital equipment is created very slowly, and the increased money 
income has more time to do its inflationary damage’. 

The developing country then faces a twofold inflation threat. 
First, there is the interval necessary for the creation of capital before 
output can be increased at all, and secondly, the capital-goods in- 
dustries, being small, ill-equipped, and inexperienced, respond to 
the new conditions much more slowly than similar industries in 
countries that have a long history of industrialization. 

But this does not exhaust the difficulties involved. In most in- 
stances—especially where the available labor is in rural areas—it is 
necessary to move labor physically from its current living area and/or 
concentrate the new effort upon activity that can be carried out in 
small workshops and villages. In either event this means that labor 
must be enticed into the new occupations. This may be done by 
offering wages that seem to promise the workers a higher real income 
than they now have. Although the opportunity cost in terms of 
output of the transferred labor may be very low or even zero, the 
payment that has to be made to workers in order to get them out of 
their traditional routines and into new ones may be substantial, and 
at the outset labor productivity may be extremely low. The difficulty 
involved in the physical transfer of labor to new jobs will certainly be 
less if the new jobs involve only minor adjustments in the workers’ 
daily routine. Indeed we may say that immobility of labor—both 
geographically and occupationally—may limit the size of the de- 


5. It seems unnecessary to supply evidence that inflation is decidedly dangerous 
to a development program. If the reader is not convinced, he may consult 
E. M. BernsTEIn, “‘ Financing Economic Growth in Underdeveloped Economies”, 
in Savings in the Modern Economy, edited by Walter H. Heller, Francis M. Boddy, 
and Car] L. Nelson (Minneapolis 1953), p. 267-306, or NoRMAN S. BUCHANAN and 
Howarp S. Exuis, Approaches to Economic Development, New York 1955, p.311- 
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velopment effort and may force it into a pattern that from other 
points of view may be undesirable®. It is obvious that the lower the 
wage incentive necessary to get labor allocated in the desired manner, 
the smaller the inflation potential that will be generated. To name 
a more important factor, it is not unlikely that, even where labor is 
enticed into capital-creating activity, it will be uncommitted to in- 
dustrial activity as a means of earning a livelihood’. Thus, in the 
end, despite the high money wage-rates needed to attract any labor 
at all, the labor that is attracted may well be unreliable and constitute 
a major bottleneck to effective production techniques. 

The incipient inflationary situation may be eliminated by in- 
creasing taxes to such an extent that the outlays made during the 
interval for capital-creation are exactly absorbed®. Given the kind of 
central government and taxation bureaucracy found in most under- 
developed countries, the tax program can be carried out successfully 
only if the initial capital-creating projects are small in relation to the 
economy as a whole. Since it is essential to prevent any but the 
mildest inflation, the taxable capacity of the country constitutes an 
upper limit on the rate at which the slack in the system can be taken 
up. And for the reason just noted this upper limit—this inflation 
ceiling—is likely to be quite low in relation to the total amount of 
slack in the system. 

At the end of the interval for capital-creation, an increased output 
of final products will be possible which will exactly equal the in- 


6. Henry Ausrey, “Small Industry in Economic Development’’, Social 
Research, xvi, September 1951, p. 269-312, has discussed the advantages—tech- 
nological, financial, managerial, and cultural—which make small, household 
industry suitable for developing economies. 

7. Cf. Bert F.Hoseuitz, ‘‘The Role of Cities in the Economic Growth of 
Underdeveloped Countries”’, Journal of Political Economy, Lx1, June 1953, p-195-208. 

8. Cf. James S. DuESENBERRY, ‘“‘Some Aspects of the Theory of Economic 
Development’”’, Explorations in Entrepreneurial History, 11, December 1950, p. 63-102; 
W. ArtTHuR Lewis, “‘ Economic Development with Unlimited Supplies of Labor’, 
Manchester School of Economic and Social Studies, xxu, May 1954, p. 139-191, and the 
same author’s The Theory of Economic Growth, London 1955, Chapter v. How much 
taxation is necessary obviously depends upon what proportion of the increased 
taxes is paid out of savings. Since savings are very small, it is likely that the pro- 
portion of taxes paid from savings will also be small, i.e. increased taxes may have 
to be just a little larger than increased money outlay. 





288 HENRY J. BRUTON: THE SHORT-RUN PROBLEM 


creased income generated by its production. And this rise in income, 
exactly matched by an increased output, obviously constitutes no 
inflation threat’. 

The marginal propensity to consume will determine the division 
of the new output between consumer goods and products for further 
investment’, This in some sense requires an assessment at the 
beginning of the interval for capital-creation as to what the marginal 
propensity to consume is. It also raises the total-demand problem. 

It is a commonly held opinion that the oversaving problem as such 
does not exist in underdeveloped countries. The argument in support 
of this is simply that income is so low there that only a very small 
proportion of income or of increments of income is saved. In the 
very early stages of the development program the simple assumption 
that the marginal propensity to consume is unity may not be far 
wrong. In this event the entire addition to capital stock would be 
devoted immediately to increased production of consumer goods. 
The result would obviously be that, in following periods, the rate of 
growth of output would be lower than would have been the case 
were the marginal propensity to consume less than one; but this may 
conform more nearly to the society’s wishes as reflected in its con- 
sumption habits. 

As income increases, however, it is fairly certain that the rate of 
saving will become positive. This will bring with it an equivalent 
demand for goods for further investment, and this may cause diffi- 
culties, though not for traditional reasons. At this stage of develop- 
ment both the amount of entrepreneurial activity and the supply of 
entrepreneurial talent are limited, and in the short-run (indeed ina 
relatively long short-run) virtually unaugmentable’!. Thus even 


g. Compare this treatment of the subject with that given to it by A. E. Kann, 
“Investment Criteria in Development Programs’’, Quarterly Journal of Economics, 
Lxv, February 1951, p. 44/45, and DuESENBERRY, op. cit. 

10. The notion of investment for further investment is given considerable 
attention in WILLIAM J.FELLNER, Monetary Policies and Full Employment, Berkeley 
1947, p. 20-50 and passim. 

11. Itis to be emphasized that the factor-proportion problem in underdeveloped 
countries is not adequately indicated by reference to the low capital-labor ratio. 
The problem of a shortage of entrepreneurial talent also enters into it. (We apply 
the term entrepreneur to both the investor and the innovator.) Most of the 
literature on the entrepreneurial function in the development process is concerned 
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though there are opportunities for profit and resources are available, 
the private sector may be unable to supply the necessary managerial 
capacity. Under these conditions the government cannot confine 
itself to an initiative role; it will have to take further action to ensure 
that the demand for products for further investment will be suffi- 
ciently large to prevent an oversaving problem. 

As implied above, the governments of most underdeveloped 
countries have given little evidence of great entrepreneurial talent 
and have displayed a considerable capacity for mismanagement and 
corruption. The inference would seem to be that, though the govern- 
ment’s role is crucial, it should be kept minimal, and attention given 
to moving the supply curve of non-governmental entrepreneurial 
services to the right. More on this particular point later. 

Both the inflation problem and the aggregate-demand problem 
suggest that capital accumulation which proceeds slowly, but surely, 
is likely to be more successful than an all-out effort to solve the 
problems of underdevelopment overnight. There is, however, a 
complication on the technological side which may create difficulties. 
It is frequently noted that modern capital equipment is of limited 
divisibility and that the elasticity of substitution between labor and 
capital is substantially less than infinite. It follows then that newly 
created capital must be of a minimum “size” and the new output 
stream of a minimum capital intensity if there is to be an increased 
output at all. And, given the state of technology and factor costs, 
there is an optimum size for new capital, and an optimum capital 
intensity for the new output stream. But since the maximum outlay 
allowed by the inflation ceiling is arbitrarily determined so far as 
technological considerations are concerned, the result may well be 
that capital less productive than would be technologically possible 
must be accumulated. In seeking to avoid inflation it may be neces- 
sary to forgo full exploitation of the technological possibilities availa- 
ble; moreover, capital may be created that does not take full ad- 
vantage of the factor endowment of the economy. 


either with tracing the implications of a specified kind of behavior on the part of 
entrepreneurs or with a classification of various kinds of entrepreneurs, while the 
real need is surely for an analysis of the conditions necessary to bring into existence 
a supply of entrepreneurial talent that can exploit existing opportunities and can, 
indeed, create new opportunities. 
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The technological problem may also present itself because of 
what may be called specific demand problems!?. The market for a 
specific product or type of product may be too small to permit a firm 
of optimum size. Even if the inflation ceiling is high enough to pre- 
vent the technological problem from arising in the form described in 
the preceding paragraph, the demand ceiling may impose a similar 
kind of non-optimum limitation. Thus, even though there may be no 
problem of aggregate demand, there is the problem of distributing 
the newly created capacity—no matter how small—in a sufficiently 
varied way to avoid running into a local deficiency of demand", 
There would appear to be no reason to assume that the size of the 
market for a specific product is that which will justify the use of 
capital equipment in the most economic way technologically 
possible. 

Two ceilings may therefore be identified: an inflation ceiling and 
a “‘size of the market”’ ceiling. Both ceilings must be high enough for 
optimum exploitation of technological possibilities if the under- 
developed country is to realize maximum returns from its new 
capital. Since both ceilings are very low in the early stages of develop- 
ment, the developing country may be forced to content itself with 
less than maximum returns at the time when it can least of all afford 
to do so. 


III 


We turn now to a more difficult problem: the role of the rate of 
interest in the short-run performance of the system. It is doubtful 
whether the behavior of the rate of interest is of much relevance in 
the short-run in countries where it hovers around a very low level. 
In the less advanced countries, however, where the interest rate is 
usually high enough to constitute a significant item for a borrower 
and where national money markets are virtually non-existent, some 
attention to the role of interest rates may be rewarding. 


12. A different aspect of the role of specific demand problems is discussed by 
RacGnar NurksE, Problems of Capital Formation in Underdeveloped Countries, Oxford 
1953, passim. 

13. The problem discussed here would not arise in a perfectly free international 
trading world. The barriers to trade are now such that no one country can (or does) 
act as if a free flow of international trade were a datum for its policy-making. 
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It seems correct to say that the most important influences acting 
upon the interest rate in most underdeveloped countries are of a 
social, legal, and institutional kind. In an economy ill-equipped 
with credit facilities, where there is only limited access to lending 
institutions, and where legal restrictions as to usury are not strictly 
enforced, it is doubtful whether an elaborate theory of interest is useful 
at all. This is tantamount to saying that under these conditions the 
institutional arrangements of the lending process are such that they 
completely dominate interest-rate behavior. In particular, it would 
appear that an attempt to explain the interest rate in purely mone- 
tary terms is not very profitable, and it is therefore necessary to look 
at other aspects of the system to find the appropriate determinants. 

The reluctance of the population of underdeveloped countries to 
save is almost always attributed to a low absolute level of income. We 
might rephrase this argument by saying that the “time preference”’ 
in such countries is very high, i.e., people set greater store by im- 
mediately available goods and increases therein than by future 
consumption. A person who is finding it difficult to maintain his 
livelihood in the present may be expected to attach a high premium 
to current consumption, irrespective of the rate of return that could 
be secured by a postponement of consumption. 

There are also other factors working towards the maintenance of 
high interest rates to potential entrepreneurs. Many of the low-income 
countries have a long history of chronic inflationary situations, and 
such experiences tend to make those who are able to cut down their 
consumption (or refrain from increasing it) less willing to hold assets 
with fixed yields. The result seems to be that investment funds find 
their way more readily into highly speculative enterprise than into 
those activities whose profitability depends upon a long period of 
relatively stable operations. In order to overcome the negative effect 
of inflation on the real earnings of lenders of capital for the latter 
type of activity, the interest rate would probably have to be so high 
that it would eliminate potential borrowers in this field. 

A similar factor in this connection is the absence of precedents in 
the form of successful capital-creating undertakings. From the stand- 
point of both the user of capital and the supplier of liquid assets, 
evidence suggests that an effective way to encourage capital accumu- 
lation is to establish convincing examples of how such activity may be 
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carried on with profit. The inability of undertakings to achieve their 
announced aims is a common feature of much of the economic 
history of many contemporary underdeveloped countries. Such 
experiences tend to discourage both lender and borrower, with the 
result that lenders require a higher rate of interest, while the rate 
which borrowers are willing to pay is lower than that prevailing in 
countries where successful ventures are more common", 

These remarks all lead to the conclusion that relatively high rates 
of interest will prevail in underdeveloped countries, whereas the 
demand for investment funds will be such as to necessitate a relatively 
low rate of interest if capital accumulation is to proceed in a profitable 
manner. The difficulties due to a shortage of entrepreneurial talent 
were discussed above. We have shown that, because of the inflation- 
ary conditions and the low per-capita income in the underdeveloped 
country, the productivity of newly created capital—and hence its 
rate of return—may be less than that which a simple application of 
the law of variable proportions would seem to indicate. This means, 
of course, that a high rate of interest acts as a major deterrent to in- 
vestment. 

By the arguments set forth in the preceding paragraphs it seems to 
be established that the system tends to generate a relatively high rate 
of interest. In one respect this has the desired effect: the new in- 
vestment is allocated in such a way that the community’s “time pre- 
ference’? requirements are met and the inflationary pressure is kept 
within controllable limits!®. But it is also evident that this high rate 
constitutes an obstacle that must be offset either by direct govern- 
mental investment or by a subsidy to the private investor. Ifrelatively 
high rates of interest are allowed to prevail, the allocative function of 
the interest rate operates unencumbered while the restrictive function 
is circumvented. The advisability of this procedure follows from our 


14. Cf. United Nations, Department of Economic and Social Affairs, Processes 
and Problems of Industrialization in Underdeveloped Countries, New York 1955, chapter 2. 

15. Another complicating factor may be mentioned here. Despite the high 
value placed on immediate increases in consumption, a certain ethical consider- 
ation would make it desirable that newly available investment resources be 
directed into educational institutions, hospitals, housing, etc. Such forms of capital 
investment result in the increased productivity of the society, but it is a long and 
slow process, and the danger is great that the whole development program may 
be checked by inflation in the short run. 
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earlier analysis. The allocation dictated by a high rate of interest 
represents that called for by the time preference of the community, 
while the restriction which such a level of interest imposes on total 
investment is not (necessarily) in line with the capacity of the system 
to supply resources for capital accumulation. 


IV 


A brief reference was made in Section 1 to money wage rates. We 
will consider them now in more detail. 

Although there is, in many underdeveloped countries, unemploy- 
ment of the kind described in Section n, there is littlke downward 
pressure on money wage rates. This may be explained by the absence 
of a labor market, poor communication facilities, little mobility of 
labor, and, perhaps most important, the fact that the existing wage is 
already at a very low level. 

The problem of immediate concern, therefore, is to minimize the 
upward movement of wage rates; for, even if rising wage rates have 
no adverse effects on investment via an increase ir: interest rates, they 
create other problems. As we have noted, the inflation pressure is 
directly related to the wage increase. Wage-earners are likely to be 
more reluctant to save out of increases in money income than other 
members of society, and are also likely to be more difficult to tax. In 
addition rising wage rates may be expected to have a negative effect 
on the profit rate, and this serves as a disincentive to further in- 
vestment. 

The major difficulty is, however, probably something else. Rising 
wage rates—with a constant money supply—result in a reduced 
availability of funds (“‘finance”’) to entrepreneurs or potential entre- 
preneurs for investment purposes. (Finance may be defined as the 
purchasing power at the disposal of entrepreneurs.) In societies with 
well-organized banking systems and bond markets the supply of 
finance is a minor problem, and usually responds to changes in 
demand for it. 

In underdeveloped countries, however, the availability of finance 
may put real obstacles in the way of investment. In such countries 
loans are difficult to arrange and high risk premiums are the rule, 
especially for new firms. In addition, because of the inflation threat, 
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it is doubtful policy to solve the finance problem by simply increasing 
the supply of money. Even if, via savings and taxation, resources are 
available for capital accumulation, investment may not be forth- 
coming at the maximum allowable rate, simply because funds are not 
made available to those who will engage in capital creation. It is in 
this respect that rising wage rates may be most troublesome. The 
greater the wage bill the smaller the resources that a given amount 
of finance will control; therefore, rising wage rates create a situation 
wherein more and more funds are required to carry out a given in- 
vestment undertaking. It appears necessary then to keep a tight lid 
on wage rates not only because of the inflation pressure, but also be- 
cause of the difficulty, in underdeveloped countries, of getting funds 
into the hands of people who will use them to accumulate capital’®, 
At the same time, however, it may be necessary to raise wages (as 
noted earlier) in order to bring about the necessary movement of 
labor. It seems likely, also, that the more labor the economy under- 
takes to move early in a development program the further will 
money wages have to be allowed to rise. Thus the bigger the initial 
push the bigger the rise in the wage rate—and this at a time when the 
system is least capable of mastering the problems created by the 
wage-rate push. There is reason to believe that the barriers to labor 
mobility will be greatest, and hence the money transfer price 
highest, in the initial phases of the development program. At this 
time the social and cultural factors making for inertia and reluctance 
to change are strongest, and there are no successful precedents to 
serve as guides to potential workers. Similarly, there is no evidence 
to demonstrate to workers that movement will benefit them (benefit 
those who actually move), and therefore the incentive to move is 
very small. This, by the way, is another reason for encouraging in- 
vestment projects that yield quick results in terms of increased output 
of consumer services: in order to encourage workers to break their 
ties with existing routines, it is necessary to provide evidence as soon 
as possible that the new activities will result in improved living 


16. Cf. the discussion of this problem in the two publications by Professor Lewis 
cited in footnote 8. It is to be noted that, where the government is entrepreneur, 
the supply of finance is probably less of a problem than it is where the investment 
projects are being undertaken by private entrepreneurs; but even for governmental 
activity it is not eliminated completely, as long as the banking system is inept. 
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standards. Wemay expect that, as the development process continues, 
barriers—economic and social—to labor shifts will be reduced and 
therefore the upward pressure on money wage rates will also be 
lessened. 

This suggests that the difficulties created by the behavior of wage 
rates are greatest in the earliest stages of development and become 
progressively less as the development efforts begin to bear fruit. 


V 


The arguments in the preceding sections all converge to one point. 
Given the basic characteristics of an underdeveloped economy—re- 
flected by conditions affecting the short-run supply curve, the rate of 
interest, and the wage rate—the workings of the short-run mecha- 
nism in the early stages of the country’s development are such that 
they can easily lead to disaster unless the program is taken at a very 
slow pace. And it seems clear that the major stumbling-block is not a 
shortage of capital as such, but rather a complex of environmental 
factors tending to make the economic system sluggish, unresponsive, 
and unable to utilise large amounts of capital. It should also be 
observed that, although capital imports will of course relieve the 
inflation pressure, they will not eliminate the bottlenecks created by 
poorly trained administrative agencies, an ill-equipped banking 
system, an inexperienced and unwilling labor force, an absence of 
entrepreneurial talent, and the fact that unfavorable expectations 
are commonly entertained about any new economic activity. Such 
features of an economic system do not lend themselves to direct 
manipulation by economic policy and certainly cannot be changed 
overnight merely by putting into effect a huge, allout investment 
program. Indeed, as we have seen, such a “crash program” of 
development may do much harm and little good. 

This sort of reasoning suggests that a successful development 
program must begin by effecting a change in the environment itself: 
to produce such changes requires economic growth, however. The 
environmental changes that are necessary cannot be brought about in 
the absence of any economic growth whatever. Thus, at the beginning 
growth must proceed slowly and steadily in order to establish the con- 
ditions—the “‘initial conditions’—necessary to permit the economy 
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to experience the rapid rate of growth that many authors call for at 
the outset of the development effort. Therefore, it may be said that 
on the one hand the general social, economic, and political environ- 
ment of most underdeveloped countries tends to limit the effectiveness 
of the economy’s performance; while on the other hand it seems clear 
that this environment is itself a function of the performance of the 
economy (inter alia), and tends to change in a way that facilitates the 
working of the economy as economic growth proceeds. Thus the 
environmental factors impose definite constraints upon what can be 
done in the short-run, but what is done in the short-run has direct 
and lasting effects upon the limiting environmental characteristics. 
In support of this argument, we will examine briefly the changes 
that occur as a series of small, well designed, and successful develop- 
ment projects are being carried out. 

In the first place the inflation ceiling may rise as the program 
proceeds. There are several reasons for expecting this. The tax re- 
hearsals should make the taxation bureaucracy more efficient and 
better able to enforce tax collections. This alone would make it 
possible for the investment outlays to be larger than in the early, 
exploratory stages of the plan. But, as incomes increase, the inflation- 
ary pressure may be expected to decline owing to a lessening of the 
urgency to raise the level of consumption. The propensity to save 
may not increase—though this could well happen—but, with the 
higher real income available, it may be expected that the pressure to 
spend increased money income immediately will slacken, and it will 
be easier to enforce the necessary taxation. 

In the second place the ceiling imposed by the limited demand will 
rise. Here the chain of reasoning is obvious. As output increases 
through the development sequences, total income (and possibly per- 
capita income) rises and the size of the market is consequently in- 
creased. Therefore, advantages which were impossible to exploit 
previously because of the limited market should become increasingly 
available. 

Both of these developments will help to make it possible for the 
new investment to be on a sufficient scale to take full advantage of the 
existing stage of technology. 

But there is also reason to believe that the new capital will become 
more and more productive—i.e., the capital-output ratio will tend 
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to fall—as the capital stock becomes larger. With more capital in 
existence, technical complementarities and external economies will 
tend to make the newly created capital more productive from both a 
private and a social point of view. If such phenomena are operative, 
then the marginal efficiency of the investment schedule will move 
northeast as capital is accumulated, and this movement may more 
than cancel any downward movement along a curve. The net effect 
should therefore be a declining capital-output ratio and an in- 
creasing profit rate. 

The tendency for the capital-output ratio to decline may continue 
for some time. The directing of early investment outlays into quick- 
maturing projects precludes the expansion at that time, of most of 
those activities generally classified as “‘social overhead facilities’’. 
Later in the sequence, when the inflation pressure subsides, it may 
become possible to divert some resources into such areas. Available 
evidence suggests that most “‘external economies” take the form of 
such overhead facilities as a trained and mobile labor force, low-cost 
transportation, a well-organized banking system, etc. As such general 
projects mature, not only will the marginal capital-output ratio 
decline, but one may also expect the existing capital equipment to 
become more productive!’. The rate of increase of output would 
therefore become more rapid even though the rate of capital accumu- 
lation remained the same. But with a rising profit rate accompanying 
the declining capital-output ratio, the added incentive to the private 
sector to increase its rate of investment should stimulate the accumu- 
lation program, and do so at the time when the lifting of the inflation 
ceiling will make a higher rate of investment allowable. 

As long as there is unemployed labor, the upward pressure on 
wage rates due to rising demand should be mild. Indeed, once the 
social barriers to labor movement have been overcome, the transfer 


17. “Social overhead facilities’? and ‘‘external economies’ have played a 
significant role in many discussions of the developmental process. See for example 
Tiwor Scrrovsky, ‘“Two Concepts of External Economies”, Journal of Political 
Economy, xu, April 1954, p. 143-151; J.E.Meape, “External Economies and 
Diseconomies in a Competitive Situation”, Economic Journal, txu, March 1952, 
Pp. 54-67; and P. N. RosenstEIn-RopaAn, op. cit. For a less enthusiastic appraisal see 
Marcus Fiemine, “‘ External Economies and the Doctrine of Balanced Growth’’, 
Economic Journal, txv, June 1955, p. 241-256. 
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price of labor may even decline. If wage rates can be kept steady or 
induced to fall, then the investment process will be further simplified. 
It may be that, as the productive process becomes more demanding 
with respect to skills, efficiency wage rates will rise. A deficiency in 
the accumulation of technical knowledge and in the availability of 
skilled craftsmen may constitute the chief bottleneck to the process 
of growth here indicated. If this bottleneck does materialize during 
these later stages, its negative effects should not be great enough to 
nullify the advantages outlined in the preceding paragraphs. 

Finally—and this is possibly the most important factor—as the 
successful capital-creation phases recur, the social and cultural milieu 
in which the economy functions may become more suited to effective 
economic activity. Traditional routines may be broken, observed 
successes will breed optimism, experience will begin to accumulate, 
and the attitude towards change may become more liberal and more 
receptive. As it becomes known that the creation of productive 
capital equipment is a profitable undertaking, then possibly the 
entrepreneurial talent at present being expended on land speculation 
and luxury housing may be harnessed for more useful purposes. This 
would make it possible to relieve the government of much of its 
entrepreneurial activity. 

Such general social changes are certainly slow in happening. And 
not only are they slow in happening, but to attempt to speed them up 
is likely to create social disruptions that will impede the continuance 
of the growth effort rather than facilitate it. It would appear essential 
then, in planning development programs, to bear in mind the neces- 
sarily slow rate at which the crucial environmental factor responds to 
pressure without causing a general social upheaval. Failure to re- 
cognize the importance of these kinds of difficulties and their in- 
tractableness to rapid change may lead to an aborted developmental 
effort and much waste of energy and resources?8, 


Yale University, Henry J. BRUTON 
New Haven, Conn. (U.S.A.) 


18. Perhaps the strongest argument in favor of an attempt to achieve a high 
rate of growth at the outset of the development program rests on the proposition 
that unless growth of income is rapid, population growth will defeat the whole 
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SUMMARY 


The argument of this paper is that for a major, large-scale “‘crash program”? of 
development to be effective, it must proceed from appropriate “‘initial conditions’’, 
and these initial conditions can hardly be said to prevail in many underdeveloped 
countries at the present time. Available evidence supports the proposition that, 
when countries now classified as advanced were going through their stage of most 
rapid growth, they had already firmly established an environment that was con- 
ducive to accumulation of capital and technological change. This is borne out by 
the fact that per-capita income was higher in such countries at the beginning of 
their industrialization effort than it is now in any of the countries usually classified 
as underdeveloped, and there are other indications as well. The central government 
was fairly well organized and administrative agencies were reasonably well! 
staffed, the banking and monetary system was operating satisfactorily, the large 
middle class which had come into being was providing an effective, cheap, and 
mobile supply of labor, a goodly stock of transportation facilities was in existence, 
and the idea of economic progress—as an ideal and as a process at work in so- 
ciety—had already spread from the minds of the few to the minds of the many. 
Such things are not already present in the underdeveloped countries of today, 
indeed they are only just beginning to be available; and until they have become 
an intrinsic part of the economic system, it will not be possible for such a system, 
within a short period, to absorb large amounts of capital and/or numerous tech- 
nological changes. Obviously a policy that seems to hold out the possibility of 
mastering vast and complicated problems in one mighty operation has tremendous 
appeal; but until the proponents of such a policy indicate an appropriate method 
of solving the short-run difficulties, an analysis of these difficulties can only result 
in an exhortation to caution and patience. 

Unhappily the general problem of the relationship between the long-run per- 
formance of the economic system and its short-run behavior is yet to be solved 
in a completely satisfactory manner. And if it is accepted that environmental 
factors of the kind discussed here are of relevance in the short run as constraints 
and in the long run as variables, the problem is especially difficult. 


effort. This may be true, but it does not mean that the system is therefore auto- 
matically capable of achieving the necessary rapid rate. It may mean that the 
situation is hopeless until ways are found to reduce the birth rate as the death rate 
falls. How and when this will come about seems to be anybody’s guess. We repeat, 
however, that, merely because our interpretation of population behavior at this 
juncture suggests that a burst of growth is necessary to enable income to outrun 
population, this does not create the conditions for the successful engineering of 
such a burst. Our position here is that these initial conditions are not yet present 
in most underdeveloped countries, and, irrespective of the need for a crash 
program to solve the problems of underdevelopment, such a program is not at 
present possible. 
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ZUSAMMENFASSUNG 


Das kurzfristige Wachstumsproblem in unterentwickelten Landern. Ein umfassendes, 
schlagartiges Entwicklungsprogramm hat nur dann Erfolg, wenn es von geeigneten 
« Initialbedingungen» ausgehen kann, die jedoch gegenwartig nur in wenigen 
unterentwickelten Landern vorhanden sind. Als sich die fortgeschrittenen Lander 
von heute in der Phase des gréssten Wachstums befanden, waren die fiir die 
Kapitalakkumulation und technologischen Anderungen férderlichen Verhaltnisse 
bereits geschaffen. Dies kommt darin zum Ausdruck, dass zu Beginn der Indu- 
strialisierung diese Lander ein héheres Einkommen pro Kopf aufwiesen als 
irgendeines der heute als unterentwickelt klassifizierten Lander, sowie in einer 
Anzahl weiterer Tatbestande. So waren etwa die Zentralregierungen recht gut 
organisiert, und die Verwaltungsstellen verfiigten im allgemeinen iiber fahiges 
Personal, — Bank- und Geldwesen funktionierten befriedigend, — eine breite Mittel- 
klasse hatte sich gebildet, die auf dem Arbeitsmarkt als billiges und mobiles An- 
gebot auftrat, — ansehnliche Transportméglichkeiten waren vorhanden, — und die 
Idee des wirtschaftlichen Fortschritts als ein Ideal und als ein im Gange befindli- 
cher gesellschaftlicher Prozess war bereits Allgemeingut geworden. Solche Ge- 
gebenheiten fehlen in den heutigen unterentwickelten Landern, sie sind erst im 
Anfang ihrer Entstehung. Und solange sie nicht zu einem echten Bestandteil des 
Wirtschaftssystems werden, wird dieses nicht in der Lage sein, kurzfristig grosse 
Kapitalveranderungen und/oder eine Vielzahl technologischer Anderungen zu 
absorbieren. Gewiss hat eine Politik, welche die Méglichkeit zu bieten scheint, 
grosse und komplizierte Probleme in einer einzigen machtigen Operation zu 
meistern, eine ausserordentliche Anziehungskraft; aber solange die Befiirworter 
einer solchen Politik keine geeignete Methode aufzeigen kénnen, um die kurz- 
fristigen Schwierigkeiten zu iiberwinden, muss eine Analyse dieser Schwierig- 
keiten zum Resultat fiihren, dass Vorsicht und Geduld unbedingt am Platze sind. 

Leider muss das allgemeine Problem der Beziehung zwischen der langfristigen 
Entwicklung und dem kurzfristigen Verhalten des Wirtschaftssystems erst noch 
in befriedigender Weise gelést werden. Und wenn man akzeptiert, dass die Ge- 
gebenheiten (environmental factors) der hier diskutierten Art kurzfristig als 
Datum und langfristig als Variable relevant sind, so ist das Problem besonders 
schwierig. 


RESUME 


Le probleme a court terme de croissance dans les pays sous-développés. Un vaste programme 
de choc pour le développement ne sera couronné de succés que s’il peut partir de 
conditions initiales appropriées qui toutefois n’existent actuellement que dans peu 
de pays sous-développés. Lorsque les pays aujourd’hui «avancés» se trouvaient 
dans la phase de leur plus forte croissance, les conditions nécessaires pour |’accu- 
mulation de capitaux et pour les modifications technologiques étaient déja créées. 
Cela se traduit par le fait qu’au commencement de leur industrialisation ces pays 
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avaient un revenu plus élevé, par téte d’habitants, qu’aucun de ceux qui sont au- 
jourd’hui classés comme sous-développés, ainsi que par nombre d’autres données. 
Par exemple, les gouvernements centraux étaient bien organisés et les services 
administratifs disposaient en général d’un personnel compétent, les banques et le 
systéme monétaire fonctionnaient de fagon satisfaisante, une large classe moyenne 
s’était formée et fournissait une offre de travail effective, bon marché et mobile, 
des possibilités considérables de transport existaient et l’idée du progrés écono- 
mique — en tant qu’idéal et processus a l’ceuvre dans la société — s’était déja géné- 
ralisée. De telles données font défaut de nos jours dans les pays sous-développés; 
en fait, elles commencent seulement d’exister. Aussi longtemps qu’elles ne consti- 
tueront pas une part intrinséque du systéme économique, celui-ci ne sera pas en 
mesure d’absorber, en un court laps de temps, des capitaux importants et de nom- 
breux changements technologiques. Il est évident qu’une politique qui parait 
offrir la possibilité de dominer des problémes considérables et compliqués dans une 
seule opération d’envergure exerce un pouvoir attractif extraordinaire; mais tant 
que les partisans d’une telle politique ne peuvent indiquer une méthode appropriée 
pour résoudre les difficultés 4 court terme, une analyse de celles-ci ne peut qu’abou- 
tir 4 recommander la prudence et la patience. 

Malheureusement, le probléme général de la relation entre l’évolution 4 longue 
échéance du systéme économique et son comportement a court terme n’est pas 
encore résolu de facon satisfaisante. Et si l’on admet que les facteurs (environmen- 
tal factors), qui ont été examinées ici, sont applicables 4 court terme en tant que 
données et 4 long terme en tant que variables, le probléme est particuliérement 
difficile 4 résoudre. 








COMMON IRRELEVANCIES 
IN CONTEMPORARY THEORIZING 
BY ECONOMISTS 


The structural and behavioristic characteristics of the economy are 
being studied with all the theoretical and analytical acumen at the 
disposal of economists. Despite the apparent intensity of research and 
analysis, an unduly small proportion of these efforts have been de- 
voted to the functional and organic aspects of the economic anatomy. 
It is even more important to note, as one field of economics after 
another is passed in review, that the techniques employed and the 
analytical approaches have become highly standardized. Despite the 
diversity of economic questions, hypotheses and problems arising at 
the different levels at which analysis can be undertaken, economic 
methodology has, in almost uncanny fashion, become not less but 
more unitary. Uniformity in approach, method and thought has 
reached the point where only the finer shades and nice details dis- 
tinguish one economist from another or differentiate two systems of 
economic ideas. 


The Tendency Towards Uniformity 


Where true scientific impartiality is still to be found among oper- 
ational and academic economists, there is no reluctance to assess the 
soundness of the contemporary approach or the conditions required 
for accepting standard economic principles. Actually, this is not so 
simple a matter as it might appear. As recent historical developments 
have tended to narrow the area of controversy, diversity and dif- 
ference, it has become progressively more difficult to maintain un- 
biased impartiality. Socio-politico-economic forces have turned 
economists away from certain methods and ideas and driven them 
towards other, more acceptable methods and concepts. Here, the 
adverse effects upon thinkers and thought are comparable to those in 
other fields of knowledge. Economic ideas are increasingly couched 
in terms which have connotations of social approval or disapproval. 
Like other technicians and professionals, economists have grown 
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less disputatious, more uniform in their talk, and very obscurantist 
in their way of thinking and writing. 

Where genuine and unprejudiced impartiality remains, econo- 
mists are not averse to allowing their differences to emerge clearly 
and sharply. Where intellectual disinterestedness does exist, it is 
difficult to believe that the range of conceptions in economic science 
has narrowed so considerably in recent years as is in fact the case. 
With the concomitant of almost complete sublimation in the study 
and handling of objective phenomena, economic reality has become 
obscure, while the ideal, the theoretical and the pure state are re- 
presented and defended as real and pertinent characterizations of 
economic life’. This schizophrenic tendency has brought many 
economists to the point where material reality is no longer grasped ; 
nor is it regarded as significant or even of interest. To instance an 
extreme analogy: when a human being manifests similar symptoms 
and behavior, he is liable to be declared psychotic, put in a strait 
jacket, and removed to a padded cell for safety and treatment, despite 
his protestations of sanity and assertions that the world is out of joint. 

Contemporary events appear to have institutionalized many of the 
thoughts and expressions of economists. Moreover, they have con- 
tributed to their own breakdown and isolation from reality by offer- 
ing no resistance to restraint—enjoying and even thriving on their 
intellectual incarceration, which offers the comfort and ease of an 
unantagonistic environment. It is not possible to predict the precise 
factor or factors which will energize economists back into a state of 


1. A recent thesis explains this development from a psycho-analytical point of 
view. The theoretical economic models are traced to disturbance, projection, and 
the wish-fulfilment needs of economists, as individuals. It is asserted that hypo- 
thetical models of society tend to alleviate tension and remove sources of anxiety 
from economists. ‘‘Is it not possible that the model of perfect competition performs 
the function of a hallucinatory fantasy gratification by which the disturbing 
features of social reality are eliminated and replaced by an ideal picture of the 
economy?’’ Further, ‘‘...may not the fantasy gratification of assuming omnis- 
cience and perfect rationality be an attempt to compensate us for some of our main 
imperfections and deficiencies?’’ (WALTER A. WEIsskoPrF, ‘‘Psychological Aspects 
of Economic Thought”’, Journal of Political Economy, Vol. 112, August 1949, Pp. 313). 
This hypothesis is not entirely new (Cf. R. MuKERJEE, Borderlands of Economics, 
New York 1927). One of the few systematic and comprehensive replies to this 
category of criticism is P.SARGENT FLORENCE, Economics and Human Behavior; A 
Reply to Social Psychologists, New York 1927. 
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realism. The stimulus, when it comes, will most certainly be en- 
dogenous, since economic thought is rooted in material conditions 
and inspired by the problems of the day. 


The Homogeneous Constituents of Acceptable Analysis 


It is possible to list the major requirements for the handling and 
study of economic phenomena as they emerge from present-day 
methodology, which has become highly standardized and homo- 
geneous. Watertight compartments keep the generalizations and 
principles applied in economic analyses well isolated from sociologi- 
cal, historical, psychological and political data, on the implicit as- 
sumption that the findings of the other social and physical sciences 
are only incidentally relevant to the solving of economic problems. 
It is equally important for the contemporary economist that his 
thinking should embrace and unreservedly accept the assumptions 
involved in static and “dynamic” theories. The current economic 
calculus binds the analyst to accept elasticity, mobility, intercom- 
municability, resource allocation, competition, automatism and 
rationalistic motivations, amongst others, as integral parts of reality. 
A knowledge of these factors is recognized as the chief qualification 
for understanding theoretical evaluations and analyzing economic 
phenomena. 

The approaches now considered acceptable in economics have 
had important effects upon economists themselves. Economists have 
traditionally combined a literary and a simple mathematical ap- 
proach when dealing with economic data. Many have been at a loss 
to incorporate the recently framed principles and concepts into their 
own thinking. Communication has become difficult, and in many 
cases even impossible, because of the difference in conceptual 
systems”. 


Mathematizing the Subject 


Like most experts, however, economists recognize that the basis of 
our civilization is largely technological, founded upon physical 
science and mathematics. They feel that mathematics is being 


2. See J. M. Ciark, ‘‘Mathematical Economists and Others: A Plea for Com- 
municability”’, Econometrica, Vol. 15, April 1947, p. 75-78. 
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employed for purposes of enlightenment in economics. The new ap- 
proaches appear to aim at systematizing economic notions, a mathe- 
matical framework being considered the most orderly structure pos- 
sible for economic data and ideas. Thus, more and more economic 
notions and theories are being reframed and restated in a strict and 
symbological form, at the cost of neglecting other aspects. Legal and 
historical facts as well as institutional factors do not necessarily find 
a place in the new structures, and too often are totally disregarded. 
Ingenious devices are employed by way of accommodation and 
concession to some form of reality. For example, econometric models 
include lagged variables to handle the time flow, transformations to 
handle seriation, consumption functions to bring in the psychological 
factor, and random components to accommodate irregular, fortui- 
tous occurrences*. Despite the neatness of these modifications, only 
limited mathematical approximations to reality can be achieved in 
the absence of control, in which the variables are known, recognized 
and manipulated. 

The current contraction in broad economic thinking is thrown 
into relief by this popularity of mathematical techniques. Just as the 
caduceus is the mark of the medical profession, a partial derivative, 
integral sign and matrix are coming to be accepted as symbolic of 
economics. Symbols have become substitutes for reasoning, with the 
result that methodology has superseded substance. Economists seem 
to have become enthralled and hypnotized by the apparent perti- 
nence of objective techniques, of the notational type, to economic 
phenomena. The self-assurance accruing to any profession handling 
its subject mathematically has overtaken economists. With feelings 
of great confidence in this “‘scientific”’ approach, they have developed 
a compensating distrust, indifference, if not disdain, towards the 
findings obtained by non-mathematical methods in other social 
sciences. 

One effect of this formalization of economics is that with a reason- 
able amount of mathematical or scientific training one is automati- 
cally qualified for economic analysis, because of the ease of trans- 
ference to economic phenomena. The reason for this is not difficult to 


3. For an outstanding example of econometric reasoning, see LAWRENCE 
R.Kxetn, ‘‘The Use of Econometric Models as a Guide to Economic Policy’’, 
Econometrica, Vol. 15, April 1947, p. 111-139. 
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suggest. The mathematical apparatus of analysis is taken to be very 
much the same in all sciences, since it is a matter of indifference to an 
analyst whether the variables are called chemical, physical or 
economic. It is no coincidence, therefore, that a growing number of 
contributions to economics are made in terms of mathematics; most 
of them relate to knowledge concerning short-run events, very little 
being added to the knowledge of secular and long-run drifts. The 
new theories and restated theorems show very little positive interest 
in historical, institutional, or non-probability empirical analysis. In 
these fields, the economist-statistician of the old stamp, with his 
literary method and training in the social sciences, remains un- 
challenged. 


Observer Bias 


In analysis, the observer is an important variable. Therefore, when 
examining his theories, it is necessary that his reference structure, 
i.e. his personal and cultural frame of perception, should be taken 
into account, controlled and delimited. The interference of one’s 
training in economic analysis is not minimal: observer interference is 
present, since sensations are much less under control than thoughts. 
The origin of particular hypotheses may often be found in personal, 
idiosyncratic experience and analogy, rather than in economic science 
itself. The observer, therefore, may conceivably aim at reducing phe- 
nomena to an order which is in harmony with his own intellectual and 
philosophic desires. Although science attempts ot diminish uncertain- 
ty, the element of uncertainty in an analyst is increased by reason of 
his exposure to systems of knowledge in which the variables and their 
structures differ qualitatively from their analogues in economics. 

This factor may be illustrated in many ways. Economic phenomena 
are time-conditioned and historical, i.e. they have dynamic qualities 
which are of lesser importance in the technical and physical sci- 
ences. In reasoning about economic phenomena, it is a question of 
explaining possibilities rather than isolating certainties. With due 
regard to dynamics, this cannot be currently achieved by a specific 
mathematical proof. Attempts to arrive at mathematical certainty in 
economics by deduction and inference often result in drawing con- 
clusions from premises stated in structural form, with a complete 
disregard for reality. 
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Prediction 


In many of the new methodological approaches economic concepts 
and variables are ingeniously represented by equations in structural 
systems, purporting to be models of economic behavior, regardless of 
their arbitrariness and irrelevance to reality. The authoritative 
statistical inference and probability calculus are employed to test 
and measure the initial probability of each structure and its accepta- 
bility. Models of economic structure and behavior are devised and, 
when logical enough, are converted into econometric form, by sub- 
stituting quantities and leading to solutions which give the parametric 
values of the structural and behavioral equations. The ultimate use 
of each statistically accepted model is for prediction. Short-term 
prediction, in particular, has represented the main deployment of 
the transformed models. 

Despite the neatness of the mathematical reasoning and the 
assurance given by statistical and mathematical probability, most 
econometric models tested in the past decade have proved unsuc- 
cessful for prognostication, forecast, estimate and projection’. Many 
projections have turned out to be approximations with probability 
limits too wide for them to be meaningful. Moreover, the time factor 
has upset the extrapolations, since the models have proved to be 
time-conditioned. Economists relying upon historical, empirical and 
institutional analyses have been quite as successful, if not more so, in 
their projective judgements. Implicit in their work is a recognition 
that proof in the realm of social sciences involves more than a large 
number of probability-tested and projected inferences from a 
limited number of samples and observations. Uniqueness has turned 
out to be the common expectation: where this has been disregarded, 
full account has not been taken of the conditions for the applicability 
of statistical results to the variable nature of the economic world. 


4. One of the largest samples of econometric and other forecasts covered the 
period just after World War 1. For an analysis of their success, see MICHAEL SAPIR, 
“Review of Economic Forecasts for the Transition Period’, Conference on 
Research in Income and Wealth, Studies in Income and Wealth, Vol.11, NBER, 
New York 1949, p.275-370. The explanations of one forecaster whose estimates 
went astray are given by Everett E. Hagen, ““The Reconversion Period: Reflections 
of a Forecaster”, Review of Economics and Statistics, Vol. xx1x, May 1947, p.95-101. 
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The economist’s desire for prediction, along with a high degree of 
quantitative accuracy, is nothing more than an indication of his 
intention to emulate the physical sciences, even though reality is 
disregarded in the process. Economists substitute mathematical 
reasoning and similar imitative techniques as alternatives for the 
experimental method which they take to be the basis for predictive 
ability and success in physical sciences’. The scientific method, 
however, involves more than controlled experimentation and the 
application of theoretical principles of causality. As shown by the 
oft-cited cases of astronomy and meteorology, a scientific method 
need not embody experimentation, although all science must em- 
body realism and experiential observations. Herein we find the 
major distinction between the mathematical structures and theories 
of economics and those of physical sciences. Even though physical 
scientists create models of physical phenomena and behavior in terms 
of operative axioms, the most pertinent and relevant actualities are 
incorporated, as often as is feasible, when dealing with reality. 
Although each science has its own terms and conceptual systems, 
there are no substitutes for empirical observations when dealing with 
reality. It is for this reason that scientific theory is often defined as a 
study of the relations among facts and the ordering of facts into a 
meaningful structure. The importance of facts in physical theory, as 
in any other theory, depends entirely upon their own frame of refer- 
ence. The facts incorporated in physical theory are empirical and 
verifiable observations, many of which, themselves, initiate theory, 
reject and reform existing theory, and redefine and clarify theory. A 
major consequence is enhanced predictive accuracy, due to the close- 
ness of the physical structures to fact and the adjustment of theory 
to facts®, 


5. Conditions for successful prediction vary from field to field. For an exami- 
nation of some factors involved in the field of economics, see EMILE GRUNBERG and 
Franco Mopic.iant, “The Predictability of Social Events’’, Journal of Political 
Economy, Vol.txu, December 1954, p.465-478. Also, WiLL1AM I.GREENWALD, 
“The Validity of Recent Economic Thought: A Summary View’’, The Business 
and Economic Review, Vol.xx1, May 1952, p. 10-12. 

6. Economic theorists have recently criticised empiricists for empiricism 
without theory. One of the most scathing reviews of the empirical method, as 
embodied in the approach of the National Bureau of Economic Research, was 
Tyatuinc C. Koopmans, ‘Measurement Without Theory”’, Review of Economic 
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In the field of economics the facts remain secondary to the theory 
in the model, and causal relations between the two are not clear. But 
economic facts which are not suited to mathematical treatment are 
often fundamental ones, of importance for accurate prediction. Be- 
cause of their omission, economic structures turn out to be so purely 
static, their foundations so unreal, the assumptions so questionable, 
and the applications so rigid and mechanical, that the models only 
too often break down when put to the test of authentic events. 


Imperfect Competition 


As has been noted, many fundamental assumptions upon which 
models of economic behavior are based are fallacious. Even the sup- 
positions underlying the theory of imperfect competition are not 
unlike those on which the economics of perfect competition are based. 
Whether or not one accepts the principles of imperfect-competition 
theory, incorporation of the traditional axioms of pure-competition 
theory in imperfect-competition theory implies acceptance of the 
idea that the principles, laws and deductions of the theory of pure 
competition are useful for an understanding of the real economy. 
This is reasonable only if the real economy is in a state of transition 
from a competitive state, conforming with the theoretical pattern, to 
an integrated condition, likewise in line with theory. If the major 
transmutation to an integrated economy has already taken place, 
then an entirely fresh nucleus of postulated doctrines is required for 
a full analysis and understanding of the patterns and operations of 
the real world’. 

Even though major sectors of our economy are characterized by 
integration, concentration and polarization, accepted economic 
theory still proceeds on the assumption that the inherent structure of 


Statistics, Vol.xx1x, August 1947, p. 161-172. There was, however, no thorough 
examination by the writer of the problems of measurement with incorrect theory, 
theorizing without proper measurement, or the basis of realistic theory. 

7. The major architect of thought on imperfect competition notes that econo- 
mists cannot use the assumptions of imperfect competition for dealing with 
reality. Joan Rosinson, ‘‘Imperfect Competition Revisited’, Economic Journal, 
Vol.txm, September 1953, p.579-593- Also, G.B.RicHarpson, “‘Imperfect 
Knowledge and Economic Efficiency’’, Oxford Economic Papers, New Series, Vol. 5, 
June 1953, p. 136-156. 

5 
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economic activity presents a pattern of free competition. Price 
remains the focal element in theory, despite the fact that, in reality, 
economic stimuli and responses are not always congruent with the 
geometric and algebraic expositions®. 

Within the framework of their theories, economists have not 
satisfactorily allowed for permanent structural shifts. Most sectors of 
contemporary economies have come to be restricted, in varying 
degrees, even if the term “freedom”’ is understood in a loose sense. 
Complexities, uncertainties and fluctuations in the economies of to- 
day have succeeded in eliminating or minimizing the operation of 
the self-acting forces described by economic laws. A scientific law is, 
of course, supposed to describe a uniformity in behavior; but many 
of the laws by which static economic theory explains self-action 
reflect uniformities which are artificial. These laws are devices im- 
posed by economists upon the complex phenomena of economic 
behavior, but, in reality, economic phenomena are under no obli- 
gation to obey them. The form of economic automatism enjoying the 
greatest measure of general consideration and acceptance, namely 
free competition, may have performed a useful function in the past; 
but it has shown no inherent tendency to persist, except in the imagi- 
nations and theories of economists®. Most of the driving factors which 
made competition functional have exhausted themselves or under- 
gone a permanent alteration. The diminution of the force of these 
factors was not accidental. The theoretical safeguards being absent 
in reality, competition did not qualify as operationally feasible under 
a changing and structurally complex industrial organization. Eco- 
nomic self-interest, one of the very cornerstones of economic theory, 
has led to the voluntary adoption of restraints and the elimination of 
full economic automatism. 


8. Once again, the difficulty of incorporating factors other than price in 
theory partially explains the retention of price as the key barometer of economic 
behavior, even though price has not always acted as a meliorant keeping the 
economy heading towards an equilibrium position. 

g. It is the contention of many economists that competition was always 
charz -terized more by a distaste for governmental interference than by a positive 
regard for it. Cf. A. F. Lucas, Industrial Reconstruction and the Control of Competition, 
New York 1937, p.27 et seq. It has also been argued that competition has always 
been an exception and was never more of a reality than today. J. A. SCHUMPETER, 
Capitalism, Socialism, and Democracy, New York 1942, p. 78-81. 
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Multiplicity of Motivations 


Although motivations in competition theory are out of line with the 
corresponding functional performance in reality, there has been no 
attempt to modify a concept peculiar to economics and embodied in 
virtually the whole of its theory. Implicitly, the economist assumes 
that society and culture have not changed, for he still utilizes the 
hyper-rationalizing tendency of man in his economic theories and 
descriptions. The mechanical, hedonistic, utilitarian psychology 
continues to serve as a foundation-stone in general economic analy- 
ses. In practically all economic theory the driving motivation for 
economic activity is taken to be the desire to maximize returns, 
whether in the form of utilities, income or factor returns. Explicitly, 
the associational principle incorporates a minimization criterion as 
the optimum outcome under adverse conditions. This concept implies 
that man’s behavior is purposive in character and implicitly at- 
tributes an ultimate aim to every act. This interpretation of human 
behavior is useful for economic theory since deterministic outcomes 
are its automatic corollary. 

When the volitional and purposive theory of human behavior is 
submitted to experimental analysis, it becomes evident that eco- 
nomists are not sufficiently in touch with the scientific findings of 
experimental investigators. Social and medical scientists claim to 
have discovered, by objective investigatory methods, that man’s 
rationality is mixed, consisting of rational, a-rational, and capricious 
elements?, Even though the influence of these factors has been con- 
ceded, there is little evidence that economic theory has been modified 
accordingly. Rationality remains an important determinant of be- 
havior, but no longer the only one, and it is influenced by factors 
which are not necessarily economic. Economists must either prove by 
experiment their contention about pure rationality or else concede 

10. Many economists continue to accept the rational factor as virtually ex- 
clusive. For example, HERBERT A.Simon, ‘‘A Behavioral Model of Rational 
Choice”’, Quarterly Journal of Economics, Vol. Lx1x, February 1955, p.99-118. A few 
economists have come to recognize that there are motives to be taken into account 
besides the rational motive. Cf. Joan Ropinson, Economics is a Serious Subject, 
Cambridge (England) 1932, p.1off.; Gzorce Katona, Psychological Analysis of 


Economic Behavior, New York 1951, p.21-22; ALBERT LAUTERBACH, Man, Motives, 
and Money, New York 1954. 
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the validity of other factual findings by bringing their ideas and 
theories into line with the basal sciences. Undoubtedly the in- 
corporation of the new socio-anthropo-psychological findings into 
economic analysis would upset the greater part of economic theory, 
The construction of static models—the prevailing type in contempo- 
rary economics—would become exceedingly difficult. They would 
have to be replaced by dynamic principles. 

Where the economist insists upon maintaining the rationalistic 
motivation as basic, he must recognize that it is influenced and af- 
fected by many non-economic considerations!!. For example, to an 
entrepreneur there is a wide distinction between minimizing a loss and 
fearing a loss. The desire or intention to minimize a loss and an 
activated anxiety about a loss—an anxiety which may be perfectly 
rational—are structurally and qualitatively in conflict!*. The dif- 
ference can be seen by comparing the degrees of willingness to 
assume risk (of basic importance in the investment process) in each 
of the two possible but opposing sets of circumstances. Leaving aside 
the question of its grounds and possible justification, fear of risk in 
fact diminishes willingness to undertake risks and makes a schedule 
of investment highly inelastic. Despite a high marginal efficiency of 
capital, formidable uncertainties, vacillations and anxieties could con- 
ceivably prevent investment, because of the desire and need for sta- 
bility and security. 


Conclusions sine Restatement 


Recent developments have standardized the methods, thought and 
analyses of economists. The result is the acceptance of principles, 


11. Business activity under dynamic conditions involves extensions of ration- 
alistic motives, even if these motives are assumed to be basic. One of the most 
important extensions of the rationalistic motive is to be found in its power impli- 
cations. A power drive is generally interpreted as representing nothing more than 
an appendix to a profit motive, but it is clearly not the same thing and leads to 
dissimilar results. Power incentive as a motive force involves the by-passing of 
risk, prestige, status, manipulatory ability, ‘‘pull’’ and puissance, without neces- 
sarily producing financial returns commensurate with the power involved. When 
power-motivated individuals are in the market, other economic criteria than 
those now applied have to be employed to evaluate their actions. 

12. For an examination of the psychological implications and bases of many 
classic economic theories, see WALTER A. WEIsskopF, The Psychology of Economics, 
London 1955, Part tv. 
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techniques of analysis and economic concepts which are substantially 
different from the real world. Consequently, economic theory has 
proved inadequate to cope with or correctly describe the many 
perturbations, fortuitous developments, and unique occurrences in 
the lively economic structure. The factors which are presumed to 
govern cost, price and market policy—factors mainly relied upon 
by economists to explain change—are functionally and qualitatively 
different in the realm of the practical. For the most part, concrete 
realities have not been incorporated in economic theory. Econo- 
mists must come to accept the fact that economic activity occurs 
within an organic structure in which all parts are connected and 
interdependent, and that all life within the organism is dynamic. 
Economic models need to be reframed to include the changes and 
factors now omitted or minimized. Economic instabilities in any 
one sector of the mutational structure influence every other part 
of the economy. With the persistence of chronic instabilities in 
economic activity, it has become obligatory to promote at least a 
semblance of stability and certainty—and this cannot be achieved 
by adhering to and applying theories which actually encourage 
instability, even though, in theory, they are conducive to stable 
equilibria under static assumptions. The changes that have taken 
place in society must be recognised by economists, in order that 
they may so reconstruct economic theory as to include dynamic 
factors which are truly pertinent for the economy today and in the 
future. 

The scientific methods and approaches in current use by econo- 
mists are insufficient for this purpose, although certain develop- 
ments may be expected to help economists out of their dilemma. The 
empirical method!3, despite the harsh criticisms it has received, may 
turn out to be less naive in its contributions than has hitherto been 
admitted!4. Recent advances in method and approach are also 
indicated by the principles of input-output, game theory and linear 


13. For a quasi-classic discussion of the relation of empirical measurement to 
theory, see W.C.MirTcHELL, “‘Quantitative Analysis in Economic Theory’’, 
American Economic Review, Vol.xv, March 1925, p.3-7. 

14. For two recent examples in the field of business cycles, see W. C. MiTCHELL, 
What Happens During Business Cycles, NBER, New York 1951, and WILLIAM FELLNER, 
Trends and Cycles in Economic Activity, New York 1956. 
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programming”, It is too early to say what fruit these new methods 
will bear for general analysis. At the moment they represent nothing 
more than economic engineering applied to internal and external 
production problems, strategy and warfare. Their ultimate value 
will depend upon whether they are applicable to general and broad 
economic problems as well as to technological problems. It is possible, 
however, that the product of these new ways of thinking may help to 
reverse and revise the theoretical considerations and principles of 
economics. A dynamic, synthetic theory, which proves to be function- 
al and organic when applied in practice, would engender a better 
appreciation of economics as a discipline, since it would be more 
expressive and realistic. 


City College of New York WituiaM I. GREENWALD 


SUMMARY 


Recent historical developments have standardized the methods of economists, 
their way of thinking and processes of analysis. The result is the acceptance of 
principles and economic concepts which are substantially out of line with the real 
world. Thus, economic theory has proved incapable of coping with or correctly 
describing the many disturbances, deviations, fortuitous developments and unique 
occurrences in the lively economic structure. The factors which are presumed to 
govern cost, price and market policy—factors on which economists chiefly rely to 
explain change—prove functionally and qualitatively different in practice. Toa 
large extent, concrete realities have not been incorporated into economic theory. 
Economists must come to accept the fact that economic activity occurs within an 
organic structure in which all parts are connected, mutually influenced, and 
interdependent, and that all life within the organism is dynamic. Economic models 


15. Cf. Wasstty LEONTIEF, et al., Studies in the Structure of the American Economy, 
New York 1953, and Ropert DorrMan, “‘The Nature and Significance of Input- 
Output”’, Review of Economics and Statistics, Vol.xxxvi, May 1954, p. 121-1333 
J. v. NEUMANN and O.MorGENsTERN, Theory of Games and Economic Behavior, 
Princeton 1944, and Davip BLacKwELt and M.A. Girsnick, Theory of Games and 
Statistical Decisions, New York 1954; G.Morrton, “‘Notes on Linear Program- 
ming”’, Economica, New Series, Vol.xvi, November 1951, p.397-411, and 
Rosert DorrMan, Application of Linear Programming to the Theory of the Firm, 
Berkeley 1951; and P.M. Morse and G.E.Kimsati, Methods of Operations Re- 
search, New York 1951. 
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need to be reconstructed to include the changes and factors now omitted or 
minimized. Economists ought to recognize the changes that have taken place in 
society, and adjust their theories to include dynamic factors which are truly 
pertinent for the economy today and in the future. 

While recent developments in the empirical method and the principles of 
input-output, game theory, linear programming, and operations research are 
expected to afford some help, it is too early to gauge the implications of these new 
methods for general economic analysis. It is possible, however, that the product of 
these new lines of thought may tend to reverse and revise the theoretical consi- 
derations and principles of present-day economics. A dynamic, synthetic theory, 
which proves to be functional and organic when applied in practice, would en- 
gender a better appreciation of economics as a scientific discipline, since it would 
be more expressive and realistic. 


ZUSAMMENFASSUNG 


Irrelevante Elemente in der heutigen 6konomischen Theorie. Die jiingste historische Ent- 
wicklung hat zu einer Standardisierung der Methoden der Volkswirtschaftler, 
ihrer Denkweise wie ihrer analytischen Verfahren gefiihrt. Als Ergebnis haben 
sich 6konomische Grundsatze und Konzeptionen herausgebildet, die von der 
Wirklichkeit stark abweichen. Infolgedessen hat es sich als unméglich erwiesen, 
mit Hilfe der Theorie die mannigfaltigen Stérungen, zufalligen Entwicklungen 
und einmaligen Ereignisse, wie sie in der lebendigen Wirtschaft auftreten, zu 
erklaren oder sie korrekt zu beschreiben. Die Faktoren, von denen angenommen 
wird, dass sie Kosten, Preise und die Marktpolitik bestimmen — und die von den 
Volkswirtschaftlern hauptsachlich zur Erklarung von Veranderungen herange- 
zogen werden -, erweisen sich in der Praxis als funktional und qualitativ ver- 
schieden. Die konkrete Wirklichkeit hat in der Theorie nur geringe Beriicksich- 
tigung gefunden. Die Volkswirtschaftler sollten die Tatsache akzeptieren, dass 
alles Wirtschaften sich im Rahmen einer organischen Struktur vollzieht, wobei 
alle Teile untereinander verbunden, wechselseitig beeinflusst und voneinander 
abhangig sind und dass das Leben in diesem Organismus dynamisch ist. Die 
Wirtschaftsmodelle miissen derart rekonstruiert werden, dass sie jene Verande- 
rungen und Faktoren einschliessen, die bisher iiberhaupt nicht oder nur minimal 
beriicksichtigt wurden. Die Volkswirtschaftler sollten ferner die Anderungen be- 
achten, die sich in der Gesellschaft vollzogen haben und ihre Theorien in der 
Weise revidieren, dass sie dynamische Faktoren einschliessen, die fiir die heutige 
und kiinftige Wirtschaft wirklich relevant sind. 

Wenn auch von den neuen Entwicklungen auf dem Gebiet der empirischen 
Methode, der linearen Programmierung, von Input-Output-Analyse und Spiel- 
theorie einige Hilfe erwartet wird, so ist es doch noch verfriiht, die Bedeutung 
dieser neuen Methoden fiir die allgemeine volkswirtschaftliche Analyse abzu- 
schatzen. Es ist jedoch méglich, dass diese neuen Denkrichtungen dazu fiihren 
kénnten, die theoretischen Uberlegungen und Prinzipien der gegenwartigen 
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Volkswirtschaftslehre zu revidieren. Eine dynamische, synthetische Theorie, die 
in ihrer praktischen Anwendung sich als funktional und organisch erweist, wiirde 
zu einer besseren Wiirdigung der Volkswirtschaftslehre als eines Wissenschafts- 
zweiges fiihren. 


RESUME 


Eléments inadéquats dans les théories économiques actuelles. La récente évolution histo- 
rique a amené une standardisation des méthodes des économistes, de leur maniére 
de penser et de leurs procédés analytiques. Il en est résulté des principes et des 
conceptions économiques qui s’écartent fortement de la réalité. Par conséquent, 
les théories économiques se sont révélées incapables d’expliquer ou de décrire 
correctement les nombreuses perturbations, déviations, développements fortuits 
et événements uniques qui se présentent dans la réalité économique vivante. Les 
facteurs qui sont présumés déterminer les couts, les prix et la politique du marché - 
et que les économistes invoquent principalement pour expliquer les modifications - 
se révélent fonctionnellement et qualitativement différents en pratique. Les théories 
économiques n’ont donc pas assez tenu compte des réalités concrétes. Les éco- 
nomistes devraient accepter le fait que l’activité économique se déroule dans une 
structure organique au sein de laquelle toutes les parties sont liées entre elles, 
influencées réciproquement et interdépendantes et que la vie dans cet organisme 
est dynamique. Les modéles économiques doivent donc étre reconstruits de fagon 
a inclure les changements et les facteurs jusqu’a maintenant omis ou minimisés. 
Les économistes devraient en outre tenir compte des modifications qui sont inter- 
venues dans la société et reviser leurs théories afin d’incorporer les facteurs dyna- 
miques qui sont réellement appropriés a l’économie actuelle et future. 

Bien que l’on escompte un certain secours des récents développements de la 
méthode empirique et des principes de «input-output», théorie des jeux, recherche 
opérationnelle, il est néanmoins encore trop t6t pour apprécier l’importance de 
ces nouvelles méthodes pour l’analyse économique générale. Il est cependant 
possible que ces nouvelles orientations de la pensée puissent tendre a renverser et 
a reviser les considérations théoriques et les principes de l’économie politique 
actuelle. Une théorie dynamique synthétique qui se révélerait fonctionnelle et 
organique dans son application pratique engendrerait une meilleure appréciation 
de l’économie politique en tant que discipline scientifique puisqu’elle serait plus 
expressive et réaliste. 
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THE PARSONIAN APPROACH 
TO ECONOMICS! 


It is somewhat embarrassing to review a work by a distinguished author whose 
system of thought makes no appeal whatsoever to the reviewer. The senior author 
of the work under review is an eminent Harvard sociologist who is pre-eminently a 
Man with a System. The system is an elaborate taxonomy of social phenomena 
according to a fourfold pattern. It is developed in great detail in Parsons’ earlier 
works—a summary only is provided in the present volume. The system has an 
elaborate terminology of its own, a terminology devised so that practically no word 
in it shall enjoy its common meaning in the English language. It is consequently 
difficult for the reader to follow: learning Parsons is almost like learning a new 
language. The theory is internally coherent, and it is unquestionably one way of 
organising thought about social phenomena. The question is whether it is a useful 
way, and especially whether it is useful enough to warrant the considerable 
expenditure of time and energy which is required to master it. The present volume 
is important because it promises to be in a sense a test case of the Parsonian system. 
The economic system is clearly a sub-system of a larger social system, of which the 
Parsonian theory purports to give an account. The test, therefore, is whether the 
Parsonian system can be applied to the sphere of economics in such a way as to 
yield insights into the operation of the economic system which economics by itself 
cannot provide. This is the task of the present volume. It is a congenial one to the 
authors: Parsons himself was originally trained in economics, and his associate, 
Smelser, is a sociologist who has also received training in economics with the 
deliberate end of applying the Parsonian system to economic problems. 

It is unfortunately impossible in a brief—or even in an extended review—to 
give any adequate summary of the Parsonian system itself. We can only say here 
that it analyses social life into four parts or aspects, named by the four letters A 
(for Adaptive), G (for Goal-Gratification), J (for Integration) and L (for Latent- 
Pattern Maintenance and Tension Management). In so far as one can identify 
these systems with parts of the social universe, the A-system is best represented by 
the economic system, the G-system by the political system (or, as Parsons calls it, 
the Polity); the J-system and the L-system are less easy to identify, but may be 
roughly equated with Religion (sport, morale, ethics, etc.) and with the Household 
or the Social Individual as a ‘‘boundary maintaining”’ system. We must beware, 
however, of identifying the Parsonian dramatis personae with anything that looks like 
flesh and blood; they are aspects of all organizations, or all concrete realities, and 
no concrete reality can be identified with any one of them. Social action, in the 
Parsonian system, is conceived as something which happens at the boundaries of 
these systems, each of which feed outputs of some sort into the others and receive 
inputs from them. In and around these systems Parsons has developed an elaborate 


1. A Comment on Tatcott Parsons and Neit J. SMELsER: Economy and Society. A Study in the Integration 
of Economic and Social Theory. London 1956, Routledge. 343 p. 35s. 
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set of conceptual dichotomies of objects, attributes, and hierarchies; the central 
idea of the system seems to be however the generalised notion of exchange as the 
prime mover of social life: everybody does something for something, whether that 
something be a monetary reward, a non-monetary reward like prestige or praise, 
or the fear of some sanction, legal or social. 

The object of the book then is to study the economy as a sub-system of the 
general social system which is especially concerned with the adaptive or ends- 
means relationships of social life, and to examine what exchanges take place 
between the economy, conceived as mainly an A-system, and the other three 
social systems, G, J and L. There seems to me to be a basic misconception here as 
to the nature of economics, indeed as to the nature of theoretical systems. Thus the 
authors say ““The peculiarity of economic theory, therefore, is not the separate class 
of variables it employs but the parameters which distinguish the special case or class 
of cases we call economic in the use of the general variables of social theory from 
the other important types of special case’’ (p. 6). The truth seems to be quite the 
reverse. It is precisely the separate class of variables which it employs which for the 
economist, at any rate, distinguishes economics from the other sciences. Econo- 
mics studies prices, quantities of commodity exchanged, produced, consumed; 
interest rates, taxes, tariffs: its basic abstraction is that of the commodity. It seeks 
to find reasonably stable relationships among these variables, but it is the variables, 
not the relationships, which delimit the subject matter of the science. This is not to 
deny, of course, that economics can be illuminated by contributions from other 
disciplines. These contributions however consist precisely in admitting new and 
different kinds of variables (status rank, class, power, etc.), not particularly in 
employing new kinds of relationships. This basic difficulty runs all through the 
book, and leads to a cumulating misinterpretation of what economics has to say. 
Thus wealth is “‘not an inventory of commodities but an instrumentality for 
achieving goals”’ (p. 24). “‘Raising the interest rate is a signal that productivity 
must increase at a sufficiently higher rate in order to justify the current level of 
credit: lowering the interest rate encourages enterprise by symbolically communi- 
cating that the rate of productivity increase need not be so high”’ (p. 75). (This 
is a massive confusion between “‘returns’’ and “‘productivity’’.) There is a really 
astonishing misunderstanding of the Keynesian system: the authors seem to 
think that ‘‘Keynesian’”’ unemployment is a voluntary withdrawal of labor from 
the market—a supply of labor phenomenon rather than a demand for labor 
phenomenon. One could adduce many more instances. 

A sociologist may perhaps be forgiven for a few misunderstandings of eco- 
nomics: the real test of the system however is the contributions which it makes to 
economics. The test of labor is the baby, and a very substantial baby is promised. 
What we are promised is “‘determinacy”’ of the functions which comprise the basic 
relationships of economic theory. These functions, like the consumption function 
and the investment function, for instance, in the Keynesian system, are dis- 
tressingly vague—their exact shape and parameters are not determined by pure 
economics, but it seems as if with some assistance from Parsons’ system we can 
learn their true form! Thus we learn from the examination of the various inputs 
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from the social systems in the family that the consumption function will have a 
kink (p. 225). We do not seem to learn much about the invest.nent function except 
that behavior in the stock market may be due to “‘deeper drives to deviance in 
individuals, such as unbridled acquisitiveness, sadism, phantasied wish-fulfilment, 
etc.”” The mountain has labored and brought forth a mouse, if that. 

I have hardly been able to disguise my opinion that this is not a good book. It 
is not, however, a trivial or unimportant work. It struggles with real problems. 
Occasionally important insights break through from the cumbrous trappings of 
the System, such as, for instance, the point that the credit and banking system 
belong more to the “‘polity’’ than to the “‘economy’’. The authors are consci- 
entiously trying to work with an apparatus which they believe is an important 
contribution to the tools of the social scientist. A tool is not to be condemned be- 
cause it breaks once. When, however, it produces as little result as it does in this 
volume, and when, furthermore, it seems to be based on a basic misconception of 
the nature of theoretical systems, one must call the tool itself into question. It 
would be most unfortunate, moreover, if economists were to become discouraged 
by the meager results of this volume from further interest in the contributions of 
sociological to economic theory. The Parsonian system is not ‘‘current sociological 
theory’’, as the authors seem to imply. It is a highly special and personal system 
which has rather little influence among American sociologists outside Harvard 
University. Even an unsuccessful attempt at an important task however is praise- 
worthy, and as we come to understand why certain attempts at system-building 
fail where others succeed, we shall lay the foundations for a more successful 
advance towards the integration of the social sciences. 


University of Michigan, Ann Arbor, Mich. (U.S.A.) K. E. BouLpInG 








PLANNING FOR AN EXPANDING ECONOMY: 
A COMMENT! 


This volume, which offers a positive doctrine of planning for economic deve- 
lopment, reflects the extraordinary ferment of ideas in this new field of economics 
as well as some of the persistent conflicts between static and dynamic approaches, 
Indeed, the practice of planning for economic development is facing today 
perhaps the same evolution as the practice of medicine traversed in its escape 
from a static theory of “‘humours”’ into an experimental and behavioral art. The 
practical planner, like the physician, is compelled to deal with causal relations, 
in addition to the traditional norms of equilibrium. He must anticipate actual 
behavior, and therefore is not satisfied with formal models constructed on tauto- 
logous principles and showing by logic the limiting conditions of a given process 
rather than the sequences of the process itself. Finally, he must cope with particu- 
lar cases, and therefore needs to differentiate within doctrines of excessive ag- 
gregation and generality. 

These needs of the planner—which amount to an operational test of the 
meaning and significance of social theories—have not been met very well so far 
in the literature on economic development, but some progress is evident in 
conceptualization. There are, to mention a few diverse examples, the current 
discussions of “‘social overhead capital’’, of “‘ balanced growth”? (in the usage of 
Rosenstein-Rodan and Nurkse), of ‘‘programming’’ (in the sense used by the 
United Nations’ Economic Commissions for Asia and for Latin America), of 
changing distributive shares and “‘first charges’? upon income during secular 
growth (Kaldor and the Cambridge group, also W. A. Lewis), as well as the de- 
velopmental potentialities of “‘under-employment”’ in heavily populated coun- 
tries as discussed further below. On the other hand, the urgent problem before 
developmental theory has been sadly obscured by the rise and vogue of the 
“growth models’? (as devised by Harrod, Domar, Kalecki, Haavelmo, et al.) 
which do not really go beyond the (very useful) function of aggregative com- 
parative statics, and yet present a pseudo-dynamic appearance because of the 
variable ¢ (for ‘‘time’’) introduced into their essentially tautologous equations. 
Lastly, in ominous contrast to all these varied approaches to development under 
free or ‘‘mixed”’ auspices, there is the pattern of totalitarian planning in the 
Soviet style, which achieves the equivalent of tautologous systems by the un- 
limited application of force. 

In this situation, it is very promising to find Messrs. Vakil and Brahmanand, 
of the University of Bombay, undertaking to devise a new and fully dynamic 
theory: one which will hew to the reality of their own country of India, and 
will set forth the sequences of practicable development under a democratic regime 


2 A review article on C, N. Vakit and P.R. BRAHMANAND: Planning for an Expanding Economy: Accumu- 
lation, Employment and Technical Progress in Underdeveloped Countries. Bombay 1956. Vora & Co. xxx, 404 P- 
$ 4.00 (20s.). 
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(a mixed economy, in this case). Unfortunately, the authors are not entirely 
successful, for reasons which are significantly related to the basic confusions in 
this field today. 

The authors begin with a critique of official planning in India, which occupies 
a full half of the volume. Their immediate objection to the First and Second Five 
Year Plans, the products of the Indian Planning Commission, is that these are 
too aggregative and too mechanical, and insufficiently concerned with “‘ process”’. 
In particular, they point to some of the assumptions underlying the Planning 
Commission’s linear projections: the assumption of a constant capital-output 
ratio (derived from India’s own recent experience together with the experience 
of those advanced economies for which the desired data happen to be available), 
and the assumption of a rapid rise in the propensity to save during a period of 
increasing national income. In setting forth the many factors which may negate 
these assumptions, the authors are in effect insisting that economic development 
so changes the structure of an economy that simple mechanical projections must 
give way to realistic and disaggregated studies of probable behavior. 

The more theoretical objection which Vakil and Brahmanand bring against 
official planning in India has to do with the priorities which they find in the 
Planning Commission’s work, and with the theory on which that priority-system 
appears to rest. Specifically, they claim that the Commission has pushed the 
establishment of a capital-goods industry, at the expense of expansion in consumer 
goods. As a matter of fact, this claim seems to be something of a caricature, since 
the First Five Year Plan gave such heavy emphasis to agriculture; while the 
Second Plan’s proposed investment in ‘‘heavy industry” is actually directed 
largely toward coal, cement, fertilizers and electric power—industries which 
produce not capital goods but materials and operating supplies, many of which 
cannot be imported more cheaply or at all. 

But the main burden of Vakil and Brahmanand’s argument is directed not 
against the details of the official Plans as they see them, but rather against the 
underlying theory: namely, that the extent of employment in a densely-populated 
country is limited by the volume of capital instruments available to the labor 
force. On the contrary, say Vakil and Brahmanand, the limiting factor is the 
supply of “‘wage-goods”’ available for the (real) support of investment work. 
The rationale of this argument rests on the phenomenon of “‘ under-employment 
equilibrium”’ in a country like India. This is a phenomenon which (as our authors 
point out in a provocative appended note on concepts) is both pre-Keynesian— 
since it is not accompanied by idle productive capacity; and also is pre-classical— 
since the classical economists could assume substantial saving, vigorous growth, 
and a strong movement toward full employment. These contrasts, and their 
implications for the crucial stage of emergence from stagnation into cumulative 
growth, have been missed by many writers on economic development, including 
natives of the under-developed countries in question, but have recently been 
brought to our attention most notably by Lewis (‘‘ Economic Development with 
Unlimited Supplies of Labour”’, The Manchester School, May 1954) and by Nurkse 
(Problems of Capital Formation in Underdeveloped Countries ). 
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Vakil and Brahmanand use the phenomenon of under-employment to argue 
that redundant workers, who are currently sharing in the consumption of a 
subsistence economy, cannot be transferred to more productive employment on 
a wage basis, because of lack of the means of payment in real terms; and therefore 
the key to expansion of employment is a “quick increase”’ in the output of wage- 
goods. In advanced economies we ordinarily treat consumption as an alternative 
to investment; but in a stagnant, under-developed economy, they maintain, in- 
cremental consumption (more wage-goods) is a means to incremental investment 
(more workers employable in capital construction). In subsequent chapters they 
proceed to frame a number of developmental policies—monetary, commercial, 
technologic, etc.—in terms of contributing to a marketable surplus of wage-goods. 
Finally, they round out their proposal by reference to certain well-known ad- 
vantages of developing consumer-goods industries before capital-goods industries, 
as regards both resource allocation and social sacrifice: namely, the minimizing 
of waste amid uncertain and broadly changing conditions, and the shortening 
of the duration and extent of forced saving. 

This is an ingenious and substantially dynamic model of development, and 
incorporates some important neglected features of under-developed economies. 
It also provides for consumer-goods priority a rationale far beyond the usual 
Western expert’s advice to “‘ go slow”’, ‘concentrate on agriculture’’, and the like. 
Yet Vakil and Brahmanand’s model is not essentially different from the “‘ official 
doctrine’”’ which they attack, the difference being at most a matter of particular 
tactics within a generally accepted strategy. 

In the first place, the authors do not demonstrate that wage-goods can be 
given an absolute temporal priority, since they do not make very clear how they 
intend to obtain the “‘quick expansion”’ of wage-goods which is their recurrent 
theme. They do not propose the simple, light, labor-intensive measures which 
one might expect, but rather they emphasize ‘‘the most efficient technical 
methods”’ in order to maximize the marketable surplus of additional output. But 
in that case they are recommending capital construction, of a kind not very 
different from the types they had denounced! And they are conceding after all 
that shortage of capital goods is the crucial bottleneck. 

In the second place, it is not clear that investment in consumer-goods industries 
can effectively be kept free of investment in capital-intensive auxiliary industries. 
The very backwardness and structural deficiencies of the countries under exami- 
nation make necessary heavy investment in transport facilities, power facilities, 
repair and maintenance services, housing, health services, education, and all the 
complex and expensive facilities which are included in “‘social overhead capital’’. 

A third defect of Vakil and Brahmanand’s model is perhaps the most sur- 
prising, for they neglect two great potentialities latent in the phenomenon of 
under-employment. One of these potentialities is the diversion of idle labor-time 
directly into capital construction, without full-rate pay. This may be done, in 
particular, by ‘‘mutual aid”’ teams such as have been organized in Indian and 
in Chinese villages, to do local public works; and the undertaking may be 
strengthened, and extended some distance from the local village, by paying 
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relatively small amounts of incentive goods provided by a central agency. Another 
neglected potentiality is the feasibility of inflationary finance, which Vakil and 
Brahmanand wish to avoid along with the traditionalists they otherwise deplore 
(although chapter xu does contain an attempt to show how deficit financing 
combined with taxation may promote investment without affecting the price- 
level). But the fact is that forced saving by a moderate degree of inflation may 
accomplish the same desired accumulation as forced saving by taxation, and 
with far less political opposition. When a number of redundant workers are trans- 
ferred to construction, and are paid in newly-created money, the resulting in- 
flation redistributes income from the general body of consumers to those operating 
in the investment field and to entrepreneurs elsewhere; and finally the new 
facilities yield goods which help to damp down the inflation. This operation is 
not equilibrium economics, to be sure; but if properly limited, it is actual and 
effective dynamics. 

In the last analysis, below these specific or tactical issues of dynamics lies the 
fundamental dependence upon forced saving for economic development in the 
type of country considered here. In this essential principle of planning, Vakil 
and Brahmanand are at one with the planners they oppose, both parties being 
committed to a kind of “‘disequilibrium approach”’: namely, to disturb the low- 
income equilibrium, to divert the ‘‘natural’’ flow of income, and to push the 
economy into a cumulative process of imbalance, innovation and structural 
change, with a view to attaining equilibrium at most in the long eventual 
outcome. 


City College of New York Epwin P. REuUBENS 





BESPRECHUNGEN 
COMPTES RENDUS - REVIEWS 


Moses ABRAMOvITz and VERA E.iasBERG. The Growth of Public Em- 
ployment in Great Britain. Princeton 1957. Princeton University Press, 


160 p. $3.75 


The main object of this important study is ‘‘to compile measures of the direct 
use of labor by the British government and to describe its expansion in the context 
of a summary of major developments influencing British governmental activity”. 
This complex field has been thoroughly explored by the two authors; they had 
to use considerable ingenuity in tracing and interpreting the often ambiguous and 
scrappy statistical evidence and they have produced a lucid, concise and well 
documented treatise which is of much wider interest than its title suggests. 

The study, sponsored by and published for the National Bureau of Economic 
Research, New York, is designed as a companion volume to Solomon Fabricant’s 
well known book The Trend of Government Activity in the United States since 1900. This 
enables the authors to make certain comparisons between the levels and trends 
of government employment in Great Britain and the u.s.A. They can show that 
the relevant trends were remarkably similar in the two countries. Their explanation 
of the similarities and divergencies are tentative and, although plausible, do not 
presume to tell the full story. 

**Public employment”’ as conceived in this survey includes any kind of employ- 
ment in central and local government agencies, in the defence forces and nation- 
alized industries but special consideration is given to each sector and changes in 
their relative importance are perhaps more revealing than the global trend. The 
analysis is mainly concerned with the period 1890-1950. Throughout the nine- 
teenth century public employment had covered an insignificant proportion of the 
working population and was concentrated in the armed forces. A rapid increase 
started by the end of the century and with minor fluctuations has gone on unbroken 
up to the present time. During these sixty years public employment rose from less 
than 4% of the labour force to 24% or to nearly 14%, if nationalized industries 
are excluded. Thus to-day about one in seven of all workers is working in a regular 
government agency. Employment in nationalized industries has substantially con- 
tracted in recent years through the denationalization of road transport and of the 
steel industry. 

The discussion of the statistical evidence brings into relief the main forces which 
have been in operation during the last two generations and account for the rapid 
growth of government employment: the extension of voting power to the working 
classes, the establishment of compulsory education, the decline of Benthamite 
individualism in favour of the social welfare state and—based on the findings of 
factual social research—the growing awareness of the poverty prevailing among 
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the masses in spite of all economic progress. During the inter-war period the 
problem of general unemployment in the light of Keynes’ critique of laissez faire 
as well as the experience during the First World War accentuated the need for a 
greater amount of economic and social control by the government. 

**On the eve of World War 1 the British central government was still mainly a 
government of soldiers and sailors, postal clerks and tax collectors”. Though 
different in composition it had been reduced by 1933 to its pre-war level mainly 
because of lower manpower demands for defence. Expressed as a percentage of 
the working population it has more than doubled between 1933 and 1950. There 
has been a progressive tendency in central government to perform functions origi- 
nally allocated to local authorities. This is reflected in the relatively slow growth 
of local government employment. 

The authors are, of course, aware that changes in numbers employed are to 
some extent determined by changes in organisation and methods, by improvements 
in efficiency and productivity per “‘hour of government labor time’’. But they 
rightly feel that a quantitative assessment of this important factor is not practicable. 

In the concluding chapter the analysis compares central government employ- 
ment in Great Britain with federal employment in the u.s.a., and local government 
employment in Great Britain with combined state and local employment in the 
u.s.A. In both countries government employment grew between 1900 and 1950 
much more rapidly than in any other major sector of the economy. The estimates 
suggest a development in the two countries similar in its general aspects although 
different in degree and timing; dissimilarities appear to be more marked in the 
division over time between central and local government. 

International comparisons of this nature, notwithstanding their limitations, 
are of considerable intrinsic value, if the available information is handled by 
workers as experienced and discriminating as Professor Abramovitz and Miss 
Eliasberg. It is to be hoped that the success of their monograph will encourage 
the National Bureau of Economic Research to sponsor similar surveys of public 
employment in some other countries. 


London Juttus Isaac 


G.C. ALLEN and Auprey G. DonnirHorNeE. Western Enterprise in 
Indonesia and Malaya. A Study in Economic Development. London 1957. 
Allen and Unwin. 321 p. 25s. 


Some years ago Professor Allen and Dr. Donnithorne undertook a study of 
Western economic enterprise in the Far East, limiting their field to China, 
Japan, Indonesia and Malaya. The results of their research have been published 
in two volumes; the first entitled Western Enterprise in Far Eastern Economic Devel- 
opment: China and Japan appeared in 1954. The present volume sees the completion 
of the project. From the economist’s point of view the two volumes supplement 
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each other: they are a study of contrasted environments and of the consequent 
diversity in the methods, organization and policies of Western enterprise in its 
relations with them. There is the broad contrast, as between the two volumes, of 
countries in which Westerners as aliens had to come to terms with national 
governments, and countries in which Western colonial rule created “highly 
congenial’’ conditions for the operations of the Western entrepreneur. On the 
other hand in the volume under review there is the specific contrast as between 
Indonesia and Malaya of the extent to which the State itself has chosen to 
exercise entrepreneurial functions. 

In the Netherlands Indies governmental activity in the economic sphere was 
far greater than in British Malaya. By the establishment of the Culture System 
in the eighteen-thirties the State organized the production of export crops on a 
big scale in Java, while a semi-official company conducted most of the export 
trade. The mining of tin and coal was carried out by official concerns; banking 
and shipping were state-supported. And although with the passing of the Culture 
System private enterprise became more important during the latter part of the 
nineteenth century, the introduction of the ‘‘ethical policy’’ early in the twen- 
tieth century was characterized by a degree of government intervention in 
economic life only paralleled in Asia by Japan. In Malaya by contrast while 
government provided the basic equipment of a modern economy it did not con- 
duct enterprise. 

In discussing this, and other themes, e.g. the remarkable ability Westerners 
have shown in adapting their business undertakings to changes in demand and 
technique in the outside world, and the intricacy of their relations with the Asian 
peoples, the authors have adduced a wealth of valuable detail, much of it 
supplied by the business firms whose activities are described. Indeed, their 
sketch of the development of the great merchant and managing agency firms, 
and their examination of their functions, is of particular interest owing to the 
importance of the role they have played elsewhere also in the ‘‘ underdeveloped 
territories’’ of Asia. 

The authors catalogue an impressive list of the achievements of Western 
enterprise, the ending of chaos, the establishment of sound money, the linking 
up of the two countries with the main sources of capital and knowledge in the 
modern world, the furnishing of skilled business leadership, the construction of 
multiform economic systems of a modern type, and the creation of health services 
which have radically altered living conditions. They ask whether the new order 
that has arrived in Indonesia and is about to come in Malaya will offer attractions 
sufficient to induce Western enterprise to play a substantial part in the future 
development of the two countries. The outlook in Indonesia is bleak, they think, 
for the nationalist aim is to dispense with foreign businesses as soon as native 
agencies are ready to take their place. Moreover, bureaucratic incompetence and 
the collapse of public order in various areas are additional arguments against 
any new pioneering by Western firms. The economic organisation created by 
the West in Indonesia was elaborate, they explain, and was based upon financial 
and commercial relationships with metropolitan countries. If the firms that 
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maintained it are expelled or thwarted, the effect upon Indonesia’s prosperity 
may be serious. 

In Malaya, they think, the outlook is more obscure. Two big questions arise: 
will the Malays be willing to leave the direction of the economy in Chinese and 
European hands, and, equally, will the Chinese accept the political predomi- 
nance of the Malays? They see a larger degree of responsibility for further 
development passing into Chinese hands, and the movement of Chinese and 
other Asians higher up the business hierarchy. But everything will depend upon 
a peaceful solution of Malay-Chinese relations and the preservation of Malayan 
independence against Communist threats. 

The book is a mine of information, and it is impossible in a brief review to do 
more than indicate some of its major themes, let alone attempt any detailed 
comment. One general comment, however, is called for. It is written entirely 
from a Western angle: it makes no real attempt to assess the effects of Western 
enterprise upon the lives of the Indonesian and Malayan peoples, particularly in 
terms of human values. As a useful corrective E.H. Jacoby’s Agrarian Unrest 
in Southeast Asia (New York 1949) may be recommended. It is not included in 
the authors’ select bibliography. 


University of London, D.G.E. HALi 
School of Oriental and African Studies 


Nets ANDERSON (Hg.). Recherches sur la famille. Vol. I. (Séminaire 
1954 du Séminaire International de Recherches sur la Famille et de 
l'Institut Unesco des Sciences Sociales, Cologne.) Tiibingen 1956. 
Mohr (Siebeck). 287 p. pM 18.— 


This volume contains thirteen papers by sociologists from eight countries. The 
papers were read at an international seminar in Cologne, dedicated to the study of 
“the family in the changing social order’’. 

The first paper, by W. F. Ocsurn, the well-known specialist on social change, 
gives a general outline of causes of change and their impact on the modern family 
in Western civilization. 

West-German research is represented by three articles, each of which in its own 
way leads to the conclusion that the family of today is more stable than might be 
expected. GERHARD BAUMERT concludes from the Darmstadt studies that no 
breach in the trends of family development was caused by the war; seemingly 
fundamental changes appear to be cases of emergency adaptation. Rent K6nic 
reports on a series of inquiries made at Labour Offices in order to find out how in- 
completeness of the family influences occupational opportunities for girls; father- 
less girls are not handicapped. GERHARD WuRZBACHER gives a synopsis cf the 
results obtained in studies which he and his collaborators undertook in a rural 
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community. In drawing his conclusions he compares them with an impressive 
niimber of other West-German studies on the family. 

From England there is a report by ELisaBeTH Bott on part of an intensive 
case-study of 20 London families, done by a large team of scholars from different 
fields. This part analyses the relation between conjugal role-relationships, whether 
connected or segregated, and the network of social relations outside the family. 
At the one extreme she finds a cohesive and integrated network together with 
completely segregated activities of husband and wife; at the other extreme, 
common activities and a loose network of social relations. 

E. W. Burcess (u.s.A.) illustrates his thesis about the development of the new 
family type, based on companionship marriage. In France P. CHoMBART DE 
LauweE refers to studies on aspirations towards new forms of family life. Actual 
needs, satisfactions and worries are taken into account. The methodological 
problem is well-known: the relationship between expressed opinion and under- 
lying attitudes. 

From Belgium there are two papers on a study in progress in a community near 
Brussels, partly rural, partly industrial. A. Doucy treats the aims and methods of 
the questionnaire used; JEAN Morsa describes the peculiar forms of family life 
as this is influenced by the structure of the community. 

Using various methods, historical, ecological, social-psychological, Boérye 
HAnssEn (Sweden) tries to arrive at a more exact formulation of the concept of 
family. In his paper he analyses the new forms of ego-formation in the cultural 
situation of today; the position of the “lonely housewife’’; the development and 
possible consequences of a situation where the wife no longer gives up her career 
because of motherhood. Benct G. RuNbDBLAD sees the process of urbanisation as a 
learning process for the individual. With the aid of psychological tests, adminis- 
tered in a small backwoods community in Sweden, he found much anxiety and 
uncertainty. The population reacts to the new situation by living in small cliques, 
which he interprets as an attempt to gain a new status instead of their former 
ascribed one. 

M. K. Nanas from Egypt has used mailed questionnaires to study married life 
in Iraq. This method necessarily limited the representativeness of his data. He 
found that the changing social order leads to many conflicts and much unhappi- 
ness. In the Netherlands C. D. Saat deals with the causes of the delay in West- 
European family research and the special reasons for this delay in Holland, and 
continues with a report on his own research on Dutch rural families. 

The volume ends with an article by Professor BurGEss on the crucial prob- 
lems in family research: differences between open and closed families in closed 
and open communities respectively; other relations between social structure and 
type of family; loss or change of functions of the family; the changing role of the 
family members; the question of causation (economic, cultural and psychological 
factors) ; integration, flexibility, creativity of the family; and the basic question 
of research methods. 

As might be expected the articles vary widely in content, scope, method and 
sophistication, so much so that it is hardly feasible to give an opinion on all or 
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some of them. Anyway, all who are dealing with the same or related subjects will 
find much of interest, and most probably some new and stimulating ideas, methods 
and suggestions for further research. The Seminar continues and the volume of 
papers of the second meeting is eagerly awaited. 


Helsing fors (Finland ) IDA PIpPING 


Henry G. Ausrey. United States Imports and World Trade. London 
1957. Oxford University Press. 169 p. 21s. 


This study examines the implication for world trade of a very substantial 
increase in United States imports of raw materials over the next twenty years. 
Conceived in the climate of opinion which followed the Korean war and produced 
the Paley Commission report on the impending scarcity of raw materials, it 
examines the prospects for imports of 22 separate raw materials, and 4 major 
foodstuffs, along with other classes of imports, and concludes that the decline in 
the United States average propensity to import is going to be reversed. Pi 

The implications of a substantial increase in United States imports for world 
trade, however, are sharply conditioned by the fact that Aubrey believes that 
virtually 90% of the increase in raw materials is likely to emanate from Latin 
America and Canada. Whether Europe will command a significant share of the 
resultant dollars and thereby be enabled to pay for its dollar imports depends upon 
its success in selling manufactures to Canada and to Latin America. Recent trade 
statistics suggest that Britain and Germany are becoming competitive with United 
States exports. It is not equally apparent, however, that a beginning has been 
made in cutting into the United States share of the Canadian market. 

This sort of exercise makes me very uneasy. Ona previous occasion when Aubrey 
gave his 1975 forecast of raw material imports I expressed doubt that it was 
appropriate to invest large amounts of time in these endeavors. The model is a 
partial-equilibrium one, clearly inappropriate to satisfactory speculation about 
the future. One can ask, given United States imports of raw materials on a scale 
implied by a particular forecast of gross national product, what does this imply 
for the direction and competitiveness of European exports? Or one can reverse 
the position and ask, given the character and cheapness of European exports, what 
does this imply in the way of possible United States imports of raw materials. In 
either direction, the edifice of independent assumptions must be built to such giddy 
heights, and each assumption requires such a wide range of error, that the end 
result has virtually no significance. 

Aubrey contends that it is safer to make long-range than short-range forecast, 
since technology, factor proportions and similar fundamental parameters change 
more slowly than cyclical variables such as inventory speculation, employment 
and anticipations. He also argues that dependence on separate independent fore- 
casts in his various major commodities provides for possible offsetting errors and 
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stabilizes the value of the end result. There is something to both these points. But 
petroleum products and coffee account for $5.2 billions out of the $9 billion 
increase in imports in his conservative most likely figures, and it is hard to see how 
one can be confident in either area. Total consumption of petroleum products in 
the United States no doubt will rise at an impressive rate unless we are surprised 
by atomic or solar energy, but it is hard to be certain that this will certainly redound 
to the benefit of Latin America and Canada, as against the potential competition 
of Africa, the Middle East or Colorado shale. I am disposed to put more confidence 
in Aubrey’s estimates than in the widely divergent calculations of Piquet, in 
Aid, Trade and the Tariff, which are not mentioned, but it is something else again 
to be persuaded, or to build the picture of the 1975 trade position on these estimates, 
As a further indication of the uncertainty of these projections, Aubrey’s figure of 
the prospective increase in United States imports, amounting to $1 billion of 1953 
dollars between 1952 and 1975, all of which is assigned to Europe (p. 46), may be 
compared with the increase in Japanese exports to the United States of $850 million 
from 1955 to 1965 recently put forward by Hunsberger in a privately distributed 
paper. In its turn, the American Tariff League notes that dutiable imports of the 
United States as a percentage of total imports have risen from 30% at the low in 
1944 to 45% in 1954 and 50% in 1956. 

Even if one accepts that the average propensity to import in the United States 
is going to rise from 2.8 in 1954 to between 3.2 and 3.5 in 1975, it will not be easy 
to provide the ancillary changes necessary to achieve dollar balance for the several 
regions of the world on Aubrey’s partial equilibrium model. While Europe (and 
Japan) are catching up in competitiveness in existing goods, no attention is given 
to the possibility that technological change in the United States will be systemati- 
cally at a faster rate than abroad and give rise to new demands for United States 
exports. Inadequate attention is paid to the fact that imports of petroleum products 
and iron ore are typically undertaken from United States companies which make 
substantial profits in boom periods, and, when they expand, typically utilize the 
United States capital equipment with which they are familiar. United States com- 
panies have learned to a degree to buy foreign products when spending blocked 
balances, but there is a tendency to revert. There is no mention of tied loans. The 
suggestion that Latin American demand is shifting from consumers’ goods which 
were typically bought from the United States to capital equipment which is 
European-produced, neglects European recent successes in marketing their auto- 
mobiles and other consumer durables. 

In short, there is much to take exception to in this sort of stimulating, irritating 
and provocative exercise. Fair as he tries to be, widely as he sweeps his scholarly 
net, Aubrey nonetheless seems to be supporting a case that United States imports 
are going up faster than you think, and that this means that the critical markets 
for Europe are Canada, Venezuela and Brazil. He may well be right. But it would 
be wrong to neglect any other bets. 


Massachusetts Institute of Technology, C. P. KINDLEBERGER 
Cambridge (U.S.A.) 





her 
Tei 
zuri 


Ok 


Bibli 
verfa 
xisme 








3ut 
ion 





BESPRECHUNGEN — COMPTES RENDUS — REVIEWS 331 


T. B. Borromore and MAxiMILIEN RuBE (eds.). Karl Marx. Selected 
Writings in Sociology and Social Philosophy. Texts translated by T. B. 
Bottomore. London 1956. Watts. xm, 268 p. 21s. 


Die Herausgeber haben eine geschickte und kluge Auswahl getroffen. Uber 
das herrschende Prinzip, unter dem die Marxschen Texte vereinigt wurden, kann 
man geteilter Meinung sein. Der an der 6konomischen Lehre Interessierte wird 
zu kurz kommen, obwohl rund ein Drittel der gewahlten Abschnitte dem Kapital 
entnommen sind; sie betreffen ausschliesslich wirtschaftshistorische und sozio- 
logische Fragen. An zweiter und dritter Stelle stehen Ausziige aus der Deutschen 
Ideologie und den Okonomisch-philosophischen Manuskripten, an vierter und 
fiinfter Stelle folgen solche aus der Heiligen Familie und dem Elend der Philosophie. 
Neben dem Hauptkorpus der Auswahl, den Ausziigen aus dem Kapital, domi- 
nieren die Friihschriften, d.h. die Arbeiten vor 1848. Soziologisch sind sie am er- 
giebigsten und fiigen sich am eindeutigsten unter den von den Herausgebern 
statuierten Vorrang der Soziologie vor der Okonomie. 

Ungewohnt ist es, Marx so zu lesen, wie ihn die Herausgeber dem Publikum 
vorfiihren. Meine Abneigung gegen Analekten, Anthologien, Chrestomathien 
usw., die heute die héchst suspekte Nahe des in den Digest kondensierten « Wis- 
sens» zu erdulden und fiirchten haben, war nach der Lektiire nahezu verflogen. 
Die Texte folgen sich ohne Hiatus bis zur letzten Seite, und das Interesse wird 
durch die gut herausgestellte Kontinuitat des Gedankens wachgehalten. Hinzu 
kommt, dass die englische Fassung eine fiir den Kenner des Marxschen Gesamt- 
werkes aufmerksame Distanz schafft, wenn auch das innere Ohr in der Original- 
sprache der Schriften die Texte fast simultan mith6rt. 

Doch selbst der Wert einer nach bestem Wissen komponierten Auswahl relati- 
viert sich vor einem Werk von dem Umfang des Marxschen, besonders in Zeiten, 
die sich mit dogmengeschichtlichen Extrakten begniigen. Wenn sich die Gewohn- 
heit, den Teil und das garnierte Resultat fiirs ganze zu nehmen, eingebiirgert hat, 
hilft die subjektiv beste Absicht und die objektiv trefflichste Wahl nichts. Den 
Auswahlen kann hieraus kein Vorwurf gemacht werden, besonders nicht in Be- 
ziehung auf die vorwaltende Tendenz, sich ausschliesslich auf Sekundarliteratur 
zu stiitzen und zu verlassen; sie sind trotz allem ein brauchbares und fiir viele 
anregendes Mittel, um den Weg zu den Quellen zu finden. 

Erstaunlich und aufschlussreich ist fiir den kontinentalen Leser die Tatsache, 
dass nur eine geringe Zahl von Marxschen Arbeiten ins Englische iibersetzt wor- 
den ist. Aus einer im Anhang publizierten chronologischen Bibliographie! geht 
hervor, dass von den Friihschriften, ausser dem Elend der Philosophie, nur sparliche 
Teile iibertragen worden sind, dass die letzten Ausgaben des Kapitals zeitlich weit 
zuriickliegen, dass von den wichtigen, in dem Grundriss der Kritik der politischen 
Okonomie zusammengefassten Vorarbeiten nur die Einleitung, von den Theorien 

1. Ein unentbehrliches Arbeitsmittel fiir die Marx-Forschung ist die 1955 bei Riviére in Paris erschienene 
Bibliographie des oeuvres de Karl Marx von MaximiieN Ruse. Wertvoll ist ebenfalls die von Cu.-F. HUBERT 


verfasste «Initiation a l’ceuvre de Marx et Engels» in dem Buch von H. C. Desrocues, Signification du Mar- 
xisme (Les Editions Ouvriéres, Paris 1950). 





332 BESPRECHUNGEN — COMPTES RENDUS — REVIEWS 


iiber den Mehrwert nur der erste Band der Kautsky-Ausgabe und von den Briefen 
wiederum nur eine Auswahl bekannt ist?. Die von den Herausgebern veranstaltete 
Sammlung fiillt somit in bezug auf die Friihschriften fiir den englischen Sprach- 
kreis eine Liicke. 

Ein Vergleich mit deutschen Ausgaben fallt sehr zugunsten der englischen aus, 
Die Mangel der von Duncker (1929), von Landshut/Mayer (1931 und 1953) und 
von Borkenau (1956) edierten sind verschiedener Art. Aus dem Vergleich drangt 
sich eines auf: Es ware instruktiv, die Marx-Exegese seit seinem Tode historisch 
nachzuzeichnen. Die zeitbedingte und durch bestimmte politische Konstella- 
tionen beeinflusste Auslegung ist nicht allein eine Folge des jeweils bekannten 
Umfangs der Schriften, sondern wesentlich Produkt des verlorengegangenen Ver- 
standnisses fiir eine Methode, die im Zeitalter des Positivismus keinen Bestand 
mehr haben konnte. Der vor den Publikationen Rjazanows bekannte Anhang zur 
Werttheorie in dem ersten Band der 1867er Ausgabe des Kapitals und die von 
Kautsky in der von ihm 1897 veréffentlichten Ausgabe der Kritik der politischen 
Okonomie aufgenommene Einleitung, die Marx aus didaktischen. Griinden fallen 
liess, beweisen dies. Anhand einer vollstandigen Liste der vor 1927 zuganglichen 
Werke kénnte diese Auffassung noch erhartet werden. 

Selbstverstandlich sind die Friihschriften zum vollen Verstandnis unerlasslich. 
Ohne die Dissertation, die Okonomisch-philosophischen Manuskripte, die 
Heilige Familie, die Deutsche Ideologie (wovon Teile bereits in der Neuen Zeit und 
spater im Marx-Engels-Archiv erschienen) ware unser Marx-Bild héchst liicken- 
haft. Aber selbst das Kapital steht nicht als monolithischer Block innerhalb des 
Lebenswerkes. Der Gedankenkreis der Friihschriften, der sich darin fortsetzt, er- 
halt eine erweiterte, Gkonomische Fundierung, die nicht allein als Weiterent- 
wicklung der friiheren Arbeiten zu deuten ist. An dem Abschnitt iiber den 
Fetischcharakter der Ware sowie an der trinitarischen Formel des 3. Buches kann 
dies aufgezeigt werden. Die in der Titelgebung des Werkes unterstrichene sach- 
liche Beschrankung auf die politische Okonomie ist nur bedingt eine solche. Die 
Bemerkung der Herausgeber, dass «even the substantial volume of Capital and of 
Theories of Surplus Value appears as fragments of a much larger work which was to 
have been devoted to a perusal analysis of social institutions» (S. vu/vm) 
stiitzt sich auf den Plan von 1857 und entbehrt einer Differenzierung, die nur auf 
Grund der spateren Varianten erschlossen werden kann*. 

In der Einleitung zur Auswahl behandeln die Herausgeber die geistigen Ein- 
fliisse, die auf Marx wirkten, und deren Anteil an der Theorie, ferner die Marxsche 
Geschichtsauffassung, das Verhaltnis von Sozialanalyse und Sozialphilosophie 
und in einem letzten Teil den Einfluss Marxens auf die spatere Soziologie. 

Von dieser Einleitung kann nicht ebensoviel Gutes gesagt werden wie von der 
Auswahl. In ihr gehen englischer Empirismus und franzésischer Soziologismus 


2. Erganzend seien noch folgende neuere Ausgaben genannt: Karl Marx and Frederick Engels on Britain 
(Lawrence & Wishart, London 1954) ; KARL Marx and Freperick ENGELS, Letters to Americans, 1848-1895. A 
Selection (International Publishers, New York 1953). 

3. Vgl. Kyklos, Bd. 6, (1953), Nr. 2, S. 153-163 den Artikel von Rospo.sxy iiber « Das ’Kapital im all- 
gemeinen‘ und die ’vielen Kapitalien‘. Ein Beitrag zur Methodologie des Marxschen ’Kapitals‘». Es ist die 
einzige mir bekannte Arbeit, die samtliche Planvarianten beriicksichtigt hat. 
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eine fragwiirdige Synthese ein. Die Eigenart des ersteren liegt in der Fakten- 
glaubigkeit, die des letzteren in dem hypostasierten Gewicht, das den sozialen Be- 
ziehungen der Individuen unter bestimmten Produktionsverhiltnissen beigelegt 
wird; der erstere kann nicht schliissig beweisen, woher die Relevanz der Fakten 
kommt, der letztere nicht, was die Individuen zwingt, die je bestimmten sozialen 
Beziehungen einzugehen. Die Abgrenzung auf den Positivismus des empirisch 
Erfahrbaren und sozial in praxi Realisierbaren lasst dem metaphysischen Wider- 
part Tiir und Tor offen und verschlagt die Theorie wieder in jene Gefilde, aus 
denen sie sie endgiiltig ausklammern wollte. Die Abwertung des logisch-syste- 
matischen Bereichs, von der Empirie und Soziologie her, verkennt in stupendem 
Mass die Voraussetzungen echter Theoriebildung. Die Feststellung, dass Marx 
nirgends die Begriffe «dialektischer und historischer Materialismus» gebraucht 
habe, wirkt nur akribisch und hat wenig Bedeutung, wenn in den Okonomisch- 
philosophischen Manuskripten von den «wahrhaft ontologischen Wesens(Natur)- 
bejahungen»*‘ gesprochen, oder etwa in dem Rohentwurf von den Individuen die 
héchst «spekulative» Aussage gemacht wird, «dass jeder sich... als Sein fiir 
andres setzt, insofern er Sein fiir sich ist, und der andre als Sein fiir ihn, insofern er 
Sein fiir sich» ist5, Die Relativierung der Marxschen Theorie auf reinen Fakten- 
aufweis und Interdependenz sozialer Verhaltnisse schlagt in einem solchen Fall 
fehl und verkennt véllig den genuinen erkenntnistheoretischen Gehalt der Ana- 
lyse. Der Standpunkt der Auswahl lasst sich mit dem Grund, von dem aus die 
Theorie ihren wissenschaftlichen Rang verdient, nicht in Einklang bringen. 


Basel (Schweiz) Orto Morr 


KenneTH E. Boutpinc. The Image (Knowledge in Life and So- 
ciety). Ann Arbor, Michigan, 1956. University of Michigan Press. 


175 p- $ 3.75 


Cet ouvrage est présenté par son auteur comme original et rédigé, a l’en 
croire, dans une atmosphére d’exaltation intellectuelle. On le comprend lors- 
qu’on constate, au chapitre 10, qu’il s’agit de l’exposé d’une «nouvelle science»: 
celle de l’image, entreprise dont son promoteur lui-méme ne méconnait pas 
audace et qui peut appeler des réserves, mais qui ne laissera certainement pas 
le lecteur indifférent. 

L’image est la représentation subjective de l’objet, elle fonde donc la con- 
naissance individuelle et détermine I’action. Elle s’applique soit au fait, soit a la 
valeur, c’est-a-dire aux rapports entre les faits. Elle se modifie sous |’influence des 
messages ou informations qui lui parviennent du milieu. Pourtant elle ne nous 
est pas imposée, puisque nous filtrons ces messages et que notre moi demeure 
comme «agent central». 


4. Marx-Engels-Gesamtausgabe, Abt. I, Bd. 3, S. 145, Berlin 1932. 
5. Kari Marx, Grundrisse zur Kritik der politischen Okonomie, Berlin 1953, S. 155. 
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Ce point de départ n’est peut-étre pas si nouveau que le pense I’auteur. Il 
différe évidemment de celui des classiques et il est exact que l’économiste s’est 
plus occupé jusqu’a nos jours du comportement des choses que du comportement 
des hommes. Mais nous trouvons dans ce livre méme mention de plusieurs 
précurseurs tels que George Katona, les membres de l’école allemande de la 
forme (Gestalt) et les psychanalistes. Trois ouvrages sont indiqués comme ayant 
exercé la plus grande influence sur l’auteur: The Functions of the Executive, de 
Chester Barnard; Cybernetics, de Norbert Wiener; The Mathematical Theory of 
Communication, de Shannon and Weaver. Les travaux de langue frangaise, ceux 
notamment de P.L. Reynaud, sont ignorés, bien a tort car la tendance psycho- 
sociologique s’accentue chez les économistes de notre pays parmi lesquels plu- 
sieurs ont fait le pélerinage aux sources qui leur a permis de redécouvrir les 
fondements psychologiques de l’économie politique. Ils ont procédé a la révision 
des mobiles en réintégrant dans les analyses l*>homme irrationnel injustement 
oublié, rejeté le voile psychologique, dissipé l’illusion du nominal, mis en relief 
la discontinuité des évolutions. Nous savons qu’en France, par exemple, la 
majorité des ouvriers a nié la hausse du salaire réel, révélée par les statistiques, 
de 1952 4 1955, et que Léon Blum, reflétant l’opinion publique, a écrit que dans 
aucun établissement frangais la durée du travail n’atteignait 40 heures en 1936, 
alors que la moyenne de cette durée dépassait 45 heures. Voila bien des images 
spécifiques distinctes de la réalité, nettes, vivantes et motrices, qui répondent a 
la définition de l’auteur, et ces exemples nous montrent ciairement quels in- 
convénients peuvent résulter de l’existence d’une marge entre elles et cette 
réalité. 

Une image est-elle vraie quand elle est stable? En aucune maniére; les images 
mensongéres peuvent persister, parce qu’elles n’ont aucun rapport obligatoire 
avec la logique: l’image de la supériorité raciale en apporte historiquement la 
preuve. Mais le réle néfaste joué parfois par les images ne doit pas nous faire 
oublier qu’elles sont le produit des messages et de notre propre expérience, 
produit mis au point par notre raison, si nous nous en donnons la peine, donc 
généralement net et cohérent. La réalité qui les inspire n’a pas toujours cette 
netteté et cette cohérence — certaines écoles philosophiques prétendent méme 
que la consistance du réel n’existe que dans notre esprit — et par conséquent aprés 
avoir souligné les dangers que comporte l’image, nous devons indiquer les 
avantages qu’elle présente: elle est un modéle, pour employer une expression 
a la mode, dont la valeur dépendra du degré d’abstraction. Si parfois elle dé- 
forme l’objet, souvent au contraire elle le simplifie, le purifie, le schématise 
heureusement. 

L’auteur, avec raison, ne s’en tient pas a des réflexions fondées sur la psycho- 
logie individuelle. Des images publiques, explique-t-il dans le chapitre 9, naissent 
de l’inter-relation des images individuelles qui ont des points communs, et il 
consacre de remarquables développements aux problémes que souléve cette 
naissance. La mathématique est un facteur d’unification des images, elle n’offre 
pas la commodité du langage, elle devrait plutét étre tenue pour «un jargon 
extrémement puissant». L’auteur ne désespére pas de voir un jour les systémes 
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théoriques édifiés dans différentes disciplines converger vers quelque théorie 
générale, «squelette d’une image publique simplifi¢ée du monde intellectuel». 

Pas plus qu’elle n’est seulement individuelle, cette conception ne demeure 
purement statique. L’image est le champ des potentialités. Si elle est dérivée 
du milieu, elle agit aussi sur lui: les échanges mutuels sont incessants. Elle est 
aisément enregistrée lorsqu’elle est publique, mais elle risque alors de se cristalliser 
et de devenir une branche morte de la connaissance (exemple: le marxisme). 
L’histoire est une succession d’images, sans continuité; nous ne la saisissons que 
par des noms ou par des faits marquants — ce que des philosophes appellent les 
«nceuds» du temps. 

Il existe des évolutions historiques dépendantes ou indépendantes des images. 
L’image publique d’un prix stable et élevé d’un produit déterminé incitera les 
entrepreneurs 4 multiplier ce produit et engendrera en conséquence une baisse 
de prix, donc un résultat contraire a celui qu’elle faisait prévoir. Comme pro- 
cessus indépendant, purement mécanique, citons la loi de Malthus. 

Aprés avoir donné une idée de |’ensemble de la thése soutenue dans l’ouvrage 
dont nous parlons en glanant des éléments dans les différentes parties, nous pro- 
céderons 4 une analyse rapide et systématique. 

Ayant d’abord défini l’image dans le chapitre premier, l’auteur aborde dans 
le chapitre 2 le grave probléme de Il’organisation en nous donnant une vue 
magistrale de l’évolution de l’univers. L’organisation élémentaire reste statique: 
c’est le monde des objets définitivement structurés, comme une maison. Puis 
vient la structure dynamique prédéterminée, c’est la domaine de la mécanique, 
telle la montre. Ensuite le récepteur acquiert la propriété a la fois de détecter des 
divergences et de les corriger, il existe donc un contrdéle, c’est la cybernétique, 
exemple le thermostat. Nous passons alors a la biologie: la cellule absorbe des 
apports extérieurs et rejette les déchets dans une certaine proportion; nous 
observons alors une interprétation de l’information extérieure et une possibilité 
de reproduction par division qui demeurent mystérieuses. N’en soyons pas sur- 
pris, nous entrons dans le domaine de la vie. La cinquiéme étape de l’organisation 
est celle de la plante, société de cellules ot régne la division du travail et qui a 
le sens du moment. Au sixiéme stade, nous trouvons l’animal qui est capable 
d’organiser les messages sous forme d’images vastes et complexes. Enfin l’homme 
interpose — disons plutét peut interposer — sa raison entre le stimulus et l’acte, donc 
filtrer les images conformément a4 un systéme de valeurs. Cette image chez 
homme est également caractérisée par une capacité considérable de croissance 
indépendante du milieu, au point de revétir parfois un caractére pathologique 
sous l’empire de l’imagination. 

Le chapitre 3 nous fournit des explications supplémentaires au sujet de cette 
évolution. La caractéristique de la substance vivante est la croissance, mais 
celle-ci est différente de celle des substances inorganiques comme les cristaux 
parce quelle est organisée et orientée vers une forme finale. La plus modeste des 
créatures elle-méme est réceptrice et organisatrice, et la structure qu’elle dé- 
veloppe est conforme a un certain type. On reste confondu devant cette évolution 
que nous ne pouvons pas reproduire et qui implique un échange, c’est-a-dire qui 
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suppose chez le sujet, suivant l’auteur, la double faculté de s’instruire et d’en- 
seigner. Toutefois, le géne semble étre un admirable instructeur et un médiocre 
éléve: il varie d’aprés une régle rigide qu’il transmet de génération en génération, 
mais il ne recueille aucun profit de l’expérience. 

L’organisme créé par le géne est bien différent. I] posséde une image et il a un 
comportement. Telle l’amibe. Le passage de la botanique a la zoologie nous 
améne a constater l’addition de messages électro-magnétiques aux messages 
chimiques, d’ot. une énorme augmentation de potentiel. 

Avec le chapitre 4 nous arrivons 4 l’homme dont l’image est complexe: 
spatiale, temporelle, relative, personnelle, organisée, émotionnelle, consciente 
ou non, claire ou non, réelle ou non, admise par autrui ou non. Le comportement 
rationnel est dirigé par la partie de l’image accessible a la conscience. 

Le chapitre 5 est consacré a l’image publique et les trois chapitres suivants 
appliquent les idées générales aux domaines respectifs de l’économie politique, 
de la politique et de histoire. Les derniers chapitres se reférent aux caractéres 
de nouveauté et aux implications philosophiques des conceptions exposées. 

Laissant de cété les détails qui figurent dans ces développements, nous cher- 
cherons quelle place cette savante étude occupe dans l’ensemble des travaux 
contemporains du méme ordre. A notre sentiment, elle vient 4 son heure et 
répond a des préoccupations actuelles, non seulement, comme nous I’avons dit, 
parce qu’elle remet en valeur les données psychologiques, mais encore parce 
qu’elle jette un pont entre l’économique et les autres sciences de la vie, la bio- 
logie notamment. Nous savons que |’existence est une lutte incessante en vue de 
maintenir |’état trés improbable que représente l’organisme vivant. La tendance 
vers l’augmentation de l’entropie conduit a la sclérose, a la paralysie, 4 la mort. 
Ce sont les interactions et les discontinuités qui assurent la stabilité et une certaine 
permanence. II en va des sociétés comme des étres vivants, elles échappent aux 
chaos grace a des organisations nées des tensions entre les groupes et procédent 
par mutations. Une société parfaitement planifiée et dont l’avenir serait exacte- 
ment prévu, risquerait de ne pouvoir se développer et de dépérir. 


Université de Paris Louis BAUDIN 


RICHARD N. GARDNER. Sterling-Dollar Diplomacy. London 1956. Oxford 
University Press. xx, 423 p. 


Sterling-Dollar Diplomacy is an excellent piece of historical writing which should 
be read by everyone who is concerned with the development and operation of 
the postwar international agreements or with the creation of new ones. It deals 
mainly with collaboration between the United States and the United Kingdom 
in the negotiation of the postwar financial and trade agreements up through the 
rejection of the Havana Charter for an International Trade Organization, by 
the American Congress in 1950. However, major emphasis is given to the Inter- 
national Monetary Fund and the Anglo-American Loan agreements. 
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Unlike many other histories of this kind, Dr. Gardner’s book is not a dull 
recital of conference documents and official statements. Rather he provides a 
vivid account of the basic issues involved, of the attitudes of various groups and 
individuals in and out of the American and British governments toward these 
issues, and of the personalities of the principal negotiators. The outstanding stars 
of this financial drama are, of course, John Maynard Keynes and Harry Dexter 
White, and the author, with the aid of personal interviews and the unpublished 
papers of White, has presented a considerable amount of material on the attitudes 
and motivations of these and other negotiators, which provide a basis for a better 
understanding of the agreements themselves. 

As one who was privileged to attend most of the meetings leading up to the 
setting up of the International Monetary Fund, the reviewer found this portion 
of the book at once fascinating and competent. Dr. Gardner makes the reader 
acutely aware of how completely the financial problems of the postwar world 
were misjudged and what little relevance many of the issues and legalisms so 
hotly debated at the time, have had in subsequent years. To a large extent it 
may be said that the postwar planners were concerned with the wrong problems, 
at the wrong time and with the wrong measures. 

For example, the exchange rate problem, which was viewed by the United 
States as one of assuring exchange stability and of avoiding competitive exchange 
depreciation, turned out to be one of getting countries to adjust their overvalued 
currencies as a step towards restoring equilibrium. Moreover, the problems of 
exchange stability and of fair trade and exchange practices were tackled before 
the establishment of the basic conditions for internal and external equilibrium. 
The creation of these conditions required vast amounts of external assistance and 
national and regional planning, not loans for short-term currency stability and 
elaborate rules of international economic behavior. 

The British were also concerned, by and large, about the wrong things. They 
regarded a u.s. depression as the major external threat to their welfare and the 
prevention of unemployment as the chief domestic problem. Both countries 
grossly underestimated the cost and the difficulties of recovery and of adjustment 
to an international economy characterized by inflation and shortages rather than 
surpluses and depressions. 

Dr. Gardner concludes his study by pointing to three basic errors of post- 
war planning: 

(1) “‘Economism’’—‘‘the idea that economic policy could be made in a 
political vacuum and the principal approach to world peace lay through co- 
operation in the economic field’’; 

(2) ‘*Universalism’’—‘‘the idea that the postwar order could be created on 
a universal basis without alliances or any special arrangements between individual 
members of the world community’’; 

(3) ‘*Legalism’’—‘‘a tendency to think that outstanding international prob- 
lems could be resolved by drafting detailed codes of formal principles”’. 

While there is some truth in this summary indictment, it is far too simple 
to have much validity. The charge of “‘Economism”’ is saying that the postwar 
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planners of 1944 should have taken into account the cold war and its political 
and economic overtones! The charge of ‘‘ Universalism” is vague and the problem 
was much more complex than the “neglect of the central problem of British 
reconstruction and of the special relationship between Britain and the United 
States as the two key countries of the world economy” (p. 383). One might point 
to the failure to see the restoration of multilateral trade and payments along 
regional lines. But this may be thought of as a technique for achieving a uni- 
versal goal. 

Finally as to “‘Legalism”’’, I share Dr. Gardner’s feelings that the postwar 
agreements are much too detailed, complex and legalistic. But the alternative 
of very vague and general agreements presents some problems too; and these 
have not been explored. 

But aside from Dr. Gardner’s assessment in the light of still imperfect hind- 
sight, Sterling-Dollar Diplomacy represents a major contribution to the under- 
standing of postwar planning and the planners. 


University of Oregon, Eugene (U.S.A.) RaymonpD F, MIKESELL 


Henry Grayson. The Crisis of the Middle Class. New York 1955. 
Rinehart. 185 p. $2.75 


This is a queer book; and its title gives but little clue to what is contained in it. 
For by “‘middle class’”” Mr. Grayson means, as he explains in his preface, something 
radically different from what is ordinarily meant by those who use the term. 
*‘A member of the middle class”’, he says, “‘as understood in this study, is an indi- 
vidualist who may be anywhere in the social scale from the bottom to the top. 
The fundamental characteristic which marks him out as a member of the middle 
class is not his position in the social hierarchy, but rather his attitude towards the 
society in which he lives. If he is determined to move into a preferred position 
in the social scale, he is middle class”. This does not appear quite to make sense; 
for if the person in question is already at the top, can he be determined “‘to move 
into a preferred position’’ he already holds? Observe too that Mr. Grayson speaks 
not of an “‘individual”’ but of an ‘“‘individualist’’, and that he goes on to describe 
his middle-class individualist as ‘‘an energiser, a changer, a re-arranger, whose 
fundamental purpose is not to tear down the society but to alter the structure in 
such a manner that he as an individual will attain a preferred position’. Thus 
both the conservative and the revolutionary appear to be excluded from Mr. 
Grayson’s definition; and he appears to be using the word ‘‘class’”’ in a quite 
special sense of his own. His broad intention is, however, clear enough. What he 
calls the ‘‘middle class’’ is in effect a group made up of what are called ‘“‘status- 
rejecting”’ individuals whose main object in life is to improve their position in their 
society. He sees this group, on the one hand, as the principal agents of social 
progress, and on the other as tending always to negate their service as soon as their 
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aspirations have been tolerably satisfied; for the ‘‘middle class’’ person, as soon 
as he has won an assured position, turns from an innovator into a defender of his 
newly acquired privilege and turns to monopoly and restriction as barriers in the 
way of the rise of others. 

The greater part of Mr. Grayson’s book is concerned with the economic aspects 
of this process, though he holds that it applies to other aspects as well. A large part 
of it indeed consists of a sort of outline universal history in which the “middle 
class’, as he defines it, has played this key role, or has failed to play it and thus 
allowed one civilisation after another to decay. He envisages human history as 
an expanding process in which there is continual conflict between narrower and 
wider loyalties, progress depending on the success of men in building up wider 
and wider bonds of union and subordinating, without crushing out, the narrower 
loyalties to smaller local or other groups. The narrower bonds of union he regards 
as mainly non-rational and emotional in content, whereas the wider rest much 
more on rational considerations, and are indispensable for the adequate use of 
men’s increasing knowledge and command over natural forces—e.g. for the devel- 
opment of large-scale production. He sees war and conquest as one of the methods 
by which wider societies have been brought into being; but he also sees that 
military rulers, relying on force rather than on persuasion, are usually conservative 
and hostile to innovation. He accordingly lays his main stress on the role of com- 
merce in enlarging wealth and productive power and in assimilating men’s ways 
of behaviour to what is needed for successful advance. The heroes of his story are 
the economic innovators, who have established themselves in one society after 
another in midway positions between the ruling class and the main body of the 
people and have been chiefly responsible for the progress achieved in each great 
civilisation, but have, time and again, exhausted their creative impulses and, 
becoming defenders of the new status quo, opened the door to social decay. In this 
part of his narrative, Mr. Grayson often seems to be using the term “‘middle class” 
in a sense very close to that in which other economic historians speak of the 
“bourgeoisie’’, but with the difference that, by his definition, they cease to be 
truly ‘‘middle class’? as soon as they have succeeded in achieving a society that 
broadly suits them. 

Mr. Grayson is not, however, concerned exclusively with economic innovation. 
He has also much to say about the relations between the innovators and the rest 
of the societies to which they belong. In this connection he stresses the importance 
of what he calls “‘ two cultural lags” that are liable to pervert the achievement of 
society. The first of these is the lag between men’s mastery in the realm of natural 
science, basic and applied, and their comparative ignorance in the realm of social 
service—an ignorance which renders them unable to master the wider rational 
conceptions essential for expanding unified social development. The second is the 
lag between the knowledge and mastery of the few—who seem to be identified with 
his “‘middle class’”—and the ignorance and uncreativeness of the many—which, 
if it becomes too great, leads to a tyranny of the few over the many, and to the 
treatment of the many as simply material for exploitation as if they were mere 
material objects and not men. He has evidently grave fears that this second lag 
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has become dangerously great in modern societies and may become yet greater 
in the atomic age that lies ahead. 

Looking to the future, Mr.Grayson draws a sharp distinction between ex- 
ploitation as applied to non-human materials and agencies and exploitation as 
applied to human beings. His hopes are for a kind of society in which the former 
will be pursued further and further, and the latter given up altogether. It is not, 
however, easy to see how he reconciles this hope with his assignment of the key 
role in social progress to his essentially individualistic and self-seeking ‘‘middle 
class’’—at any rate until the economic problem has been so completely solved that 
his individuals can seek preferred social position only in non-economic ways—for 
example, in the arts or in prestigeful services carrying no material rewards. 

This short summary, I am aware, does much less than justice to Mr. Grayson’s 
argument, which is too tightly packed to be easily summed up. His book is inter- 
esting and contains many sound and enlightening ideas; but I cannot feel that 
he has established his thesis, or even managed to justify his peculiar opening 
definition. No doubt, the individualistic desire to win a preferred position in society 
has been, through a large part of human history, a very powerful motive; but that 
is not to say that it has been the sole, or even always the main, determinant of social 
progress, or that it is legitimate to define those who are moved by it as “‘ the middle 
class’. 


All Souls College, Oxford (United Kingdom) G. D.H. Core 


ARNOLD W. GREEN. Sociology: An Analysis of Life in Modern Society. 
New York/Toronto/London, 1956. McGraw-Hill. 576 p. 49s. 


La réédition du manuel de A. W. Green (date de la premiére parution: 
1952) prouve l’intérét qu’il a suscité dans les milieux universitaires d’Outre- 
Atlantique. En effet, un si grand nombre de manuels de sociologie paraissent dans 
ce pays que la réédition seule attribue ses vraies lettres de noblesse 4 un manuel 
scolaire. 

Ce type d’ouvrage peut étre apprécié d’un double point de vue: d’abord du 
point de vue intrinséque, il s’agit de voir si l’ouvrage correspond bien a sa fonction 
et l’on s’interrogera sur la maniére dont furent traités les principaux sujets; 
ensuite, du point de vue extrinséque, il convient d’apprécier la maniére dont 
l’auteur concoit la sociologie et son enseignement. 

Pour voir si le manuel correspond bien a sa fonction, nous rendrons briéve- 
ment compte de son contenu. Aprés avoir défini la sociologie comme une science 
de l’homme en toutes ses relations sociales, l’auteur estime que la sociologie doit 
dégager les significations des comportements humains au sein des groupes so- 
ciaux et des institutions sociales. La premiére partie du manuel est consacrée 4 
l’analyse de l’homme et de son monde. La société humaine, qui a de nombreux 
traits communs avec la société animale, s’en distingue radicalement par sa faculté 
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de développer une culture, de constituer un comportement collectif significatif, 
transmis, sous formes symboliques, d’une génération a l’autre. Mais avant 
d’approfondir la notion de la culture, Green donne un premier apergu de la 
stratification sociale, 4 partir des concepts du statut et du réle, des groupes pri- 
maires et secondaires. L’auteur reléve les caractéristiques majeures de la culture 
américaine: la croyance dans l’homme parfaitement bon et la société corruptrice, 
Pidée que la nature et le temps doivent plutét étre maitrisés qu’acceptés. Aprés 
l’analyse de la société et de la culture vient celle de la personnalité, troisiéme 
terme de l’analyse conceptuelle. Les distinctions classiques entre l’organisme, 
individu, et la personnalité introduisent une discussion approfondie sur les 
composantes de la personnalité et le processus de socialisation. Un chapitre bien 
charpenté et dense traite de la structure et de l’unité de la personnalité et cette 
derniére est définie comme un ensemble de traits culturels et de valeurs. 

La deuxiéme partie de l’ouvrage concerne la distribution et l’organisation de 
la population. Définissant les classes sociales en termes de réputation sociale, 
Green conclut naturellement a l’importance réduite de celle-ci, vu l’influence du 
prestige professionnel et du pouvoir économique et politique. La mobilité sociale 
semble étre un facteur important dans la souplesse de la structure des classes bien 
que de nombreux facteurs freinent son ampleur. Deux phénoménes importants de 
la civilisation contemporaine sont analysés ensuite: l’urbanisation et la division du 
travail. 

La troisiéme partie du manuel concerne les institutions sociales américaines; 
les institutions économiques sont analysées en premier lieu. Green considére les 
tendances d’évolution du capitalisme en rapport avec |’influence croissante des 
syndicats ouvriers. L’ordre politique américain se caractérise, d’aprés Green, par 
l’absence d’une théorie de |’Etat et par une philosophie politique imprécise, ce qui 
tend a créer un équilibre entre le pouvoir central de plus en plus envahissant et les 
libertés individuelles constamment amenuisées. En abordant |’étude de la famille, 
l’auteur consacre un bref chapitre aux fonctions de celle-ci et 4 ses diverses mani- 
festations dans le monde. Les changements qu’a subis la famille américaine sont 
relevés avec soin. Aprés une étude des fonctions du sentiment religieux dans 
divers types de sociétés, la diversité confessionnelle des Etats-Unis est soumise 4 un 
examen systématique. La stratification religieuse est comparée a la stratification 
économique et sociale, et le rdle joué par les Eglises dans la morale collective est 
finement évoqué. Le probléme de I’instruction est traité comme un facteur impor- 
tant dans la socialisation des adolescents. L’inadaptation de l’enseignement, basé 
sur la culture générale et humaine, dans une société qui n’exige qu’une spécialisa- 
tion technique trés efficace est la source d’une crise grave de la culture américaine. 
L’exploitation et l’orientation commerciales des loisirs constituent le trait domi- 
nant dans ce secteur de la vie sociale. L’influence des «mass media» comme la 
radio, la télévision, le cinéma, et la presse sensibilise de larges couches de la popu- 
lation aux stimuli collectifs. 

La derniére partie du manuel pose le probleme du changement social. Le 
phénoméne central en est l’interaction entre le changement survenu dans le do- 
maine technologique et celui qui s’opéra dans l’ordre culturel ou moral. L’analyse 
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du réle de l’innovateur indique la part qui revient a l’action individuelle dans une 
transformation touchant la collectivité tout entiére. 

Chaque chapitre s’achéve par un résumé concis, des questions récapitulatives 
et une bibliographie permettant d’approfondir les problémes traités. Sous la di- 
rection de l’auteur, six films ont été réalisés pour illustrer les thémes principaux du 
manuel. 

L’ensemble de l’ouvrage est écrit dans un style clair et porte la marque d’un 
esprit alerte. I] n’est cependant pas systématique et nous sommes loin de la cohé- 
rence logique et de la rigueur théorique que nous admirions dans le « textbook» de 
R. McIver. On se demande par exemple quelle raison poussa Green 4 traiter 4 
part les problémes de la stratification sociale, des classes sociales et de la division 
du travail alors qu’ils’agit d’aspects différents d’un méme phénoméne. Par ailleurs, 
on comprend que, s’adressant a des lecteurs américains, Green utilise des faits et 
des exemples pris dans ce pays; vu le but éducatif de l’ouvrage, on s’étonne néan- 
moins de ne trouver que de trés rares références aux sociétés européennes et en 
particulier 4 la société internationale. Le développement de celle-ci n’est-il pas le 
probléme politique le plus important des derniéres décades? Or pas un mot n’est 
consacré aux Nations Unies. C’est sans doute a cet ethnocentrisme qu’est impu- 
table une analyse des moeurs « proprement américaines» (p. 104) dans lesquelles 
le lecteur européen reconnait sans conteste les moeurs proprement britanniques. 
Bien que les divers sujets soient traités avec beaucoup d’autorité et a partir d’une 
large documentation, on s’étonne de ne pas voir citées les théories d’un Schum- 
peter, d’un Hayek ou d’un Burnham lors de l’analyse du capitalisme américain, ni 
celle de Kardiner, de Kluckhohn ou de De Bois lors de l’analyse de la personna- 
lité. Plus grave est encore l’absence de toute référence aux théories de Sellin 4 
propos du conflit culturel alors que cet auteur a renouvelé profondément la pro- 
blématique du conflit culturel et de la pathologie sociale. Et ici nous touchons a 
une lacune importante de l’ouvrage: aucun chapitre n’est consacré a la pathologie 
sociale. Cet oubli s’explique mal dans la perspective «synthétique» de |’auteur. 
Aucun probléme touchant a la sociologie de la connaissance n’est soulevé directe- 
ment et les éléves de M. Green n’auront jamais entendu parler de Karl Mannheim. 

Ces remarques nous aménent aux deuxiéme point de vue, au point de vue 
extrinséque, pour l’appréciation de ce manuel: comment Il’auteur congoit-il 
l’enseignement de la sociologie? « Analyse de la vie en société»: tel est le sous- 
titre de l’ouvrage qui en indique en méme temps I|’ambition. Celle-ci nous semble 
nettement démesurée, lorsqu’il s’agit d’un seul homme et dans |’état actuel de nos 
connaissances sociologiques. C’est probablement pourquoi la valeur des divers 
chapitres est inégale: la premiére partie, ayant trait aux concepts de base de la 
sociologie et le chapitre consacré a la famille sont excellents. Pourquoi? Mis a part 
le talent de l’auteur, il est manifeste que l’accumulation et la systématisation des 
recherches sociologiques ont permis, dans ces domaines, de dégager des conclu- 
sions satisfaisantes. I] n’en va pas de méme de I’instruction, des loisirs et des pro- 
blémes religieux: on ne saurait les traiter, en sociologue, d’une maniére synthé- 
tique sans réduire la valeur de ces chapitres a des réflexions d’>homme intélligent 
sur une matiére qui lui est plus ou moins familiére. Or dans la plupart des chapitres 
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consacrés aux institutions sociales américaines, nous sommes en présence d’opi- 
nions d’un homme plus ou moins averti mais non pas d’un spécialiste qui parle 
avec autorité d’un sujet qu’il domine. Ceci tient 4 deux raisons: pour certains 
phénoménes, nous ne disposons pas a l’heure actuelle de renseignements de carac- 
tére scientifique suffisants (tel est le cas de la religion, par exemple), pour d’autres, 
il n’y a pas moyen de les aborder sans une spécialisation poussée (et c’est le cas de 
l’économie politique et de la science politique par exemple). Or, on ne peut plus 
cumuler, 4 l’heure présente, les formations scientifiques comme 4 1|’époque de 
Comte ou méme de Cooley. 

Une autre question est de savoir si l’objectif énoncé dans le sous-titre de 
l’ouvrage est recommandable actuellement. Il semblerait qu’il faille distinguer 
nettement une «Introduction 4 la Sociologie» d’un «Guide pratique pour une 
meilleure compréhension de la vie sociale». La premiére reléve de la science et la 
premiére partie du manuel appartient a cette catégorie; le deuxiéme reléve de la 
morale et vise l'information et la formation civique des citoyens: la deuxiéme 
partie du manuel de M. Green a été écrite dans cette optique et reléve, par consé- 
quent, de l’option personnelle de l’auteur. Nous ne nions point l’utilité de cette 
deuxiéme perspective; bien au contraire, les ouvrages inspirés par un tel esprit 
pourraient rendre les plus grands services dans le cadre de |’éducation civique au 
niveau de l’enseignement secondaire. I] importe en revanche, de réserver l’ap- 
proche scientifique 4 des cours introductifs 4 la sociologie dans l’enseignement 
universitaire; mélanger ces espéces différentes ne peut que contribuer au discrédit 
de la sociologie sans assurer pour autant une valeur plus grande a |’éducation 
civique. 

En définitive, rappellons que ces derniéres remarques ne touchent pas la va- 
leur «intrinséque» du livre qui demeure un manuel excellent au point de vue 
didactique et peut étre utilement consulté, a ce titre, par les professeurs européens. 


Institut de Sociologie, Dents SZABO 
Facultés Catholiques de Lyon (France ) 


C. Appison HickMAN and Manrorp H. Kuan. Jndividuals, Groups 
and Economic Behavior. New York 1956. Dryden Press. xvii, 226 p. 


$ 4.75 


Economists have become increasingly sensitive toward criticism directed at 
the frequent lack of psychological realism in the assumptions, methods, and 
results of their analysis. The book under review is one of several studies from the 
last few years designed to remedy this situation. The authors intend to achieve this 
purpose through ‘‘a demonstration of what can be accomplished by the appli- 
cation of social psychology to economic problems”? (p. vi). 

The book begins with a chapter that tries to define a social-psychological 
position best suited for use by economists. There follow two chapters on mana- 
gerial motivation, a chapter on interpersonal comparisons of utilities and satis- 
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factions, another on the relationship between planning and freedom, and a 
final section on social-psychological methods. Each of these discussions is well- 
informed, but the various parts of the book do not really hang together except in 
their general purpose to bring psychological considerations into economic 
analysis. 

The initial chapter offers a lengthy section on various schools of psychological 
thought. The presentation of the psychoanalytic and field theories hardly does 
them justice. At any rate, the authors see greater promise in the “‘self-theory”’ or 
“‘reference-group theory’’ according to which the individual ‘‘derives his plans 
of action from the roles he plays and the statuses he occupies in the groups with 
which he feels identified—his reference groups’’ (p. 45). 

The following discussion of managerial motivation starts with a criticism of 
the profit-maximization assumptions in economic analysis, and an account of 
recent opinions about managerial motivation. The authors themselves grope for 
a general theory of motivation, ‘‘a theory that will hold for all human behavior 
under tremendously varying cultural conditions”’ (p. 80). Such a theory needs 
to take into account the cultural and social context of motivations, the impact 
of social roles, norms, and group values. The authors then proceed to a discussion 
of managerial motivation in the social context of contemporary America: the 
larger environment of the corporation, the perceived effects of taxation, public 
attitudes toward big business, and the changing power structure within the 
corporation. 

At this point there is a rather abrupt switch to a discussion of interpersonal 
comparisons—‘“‘can we measure and compare the relative satisfactions that two 
or more people derive from an increment of income, consumption, work, or 
leisure?’’ (p.143). The authors summarize the positions of the various welfare 
economists and point out that a meaningful formulation of the problem is only 
possible if it is realized ‘‘ that differences in individual patterns of satisfaction are 
derived from the differential value systems (ideologies) of the groups with which 
individuals feel identified (reference groups)’’ (p.176). Individual values are 
derived from the historical values of the larger society, current mass values, and 
values of specific reference groups. 

Finally, there is a discussion of the relationship between planning and free- 
dom. To the authors’ mind, “‘insufficient attention has been given to represen- 
tativeness, comparability, or the host of cultural, economic, and political vari- 
ables involved”’ (p. 197). “‘ Planning and freedom are ubiquitous social objects in 
our culture, by virtue of the fact that an individual’s view of himself is almost 
unavoidably defined in these terms” (p. 208). The book ends with a presentation 
of some recent research techniques in social psychology. 

Throughout the book the reader has frustrating experiences at the end of 
each chapter. The presentation of each problem and of earlier studies is inter- 
esting and most of the criticism is well taken; but when it comes to a positive 
formulation of a new theorem there is an anticlimax. The frequent excursions 
into general psychology fail to produce a sufficient body of research results 
available at this point that would be readily applicable to economic analysis. 
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This is especially true whenever the authors attempt to rely on one social- 
psychological approach such as the reference-group theory. Each time they make 
a convincing case for a social-psychological theory of a given economic pheno- 
menon, but whatever elements of such a theory they offer themselves remain 
pretty thin. They should not be blamed unduly for this limitation, for they are 
not the only ones who have run up against this barrier. Perhaps the best that 
economists can do for the time being is to use eclectically whatever psychological 
approach has most to offer in the analysis of a given problem.—Within the limits 
mentioned, this is a useful book in its general emphasis on the possibilities of 
psychological approaches to economics. 


Sarah Lawrence College, Bronxville, New York ALBERT LAUTERBACH 


M. G. Kenpatt and W.R. Bucktanp. A Dictionary of Statistical 
Terms. Edinburgh and London, 1957. Oliver and Boyd. x1, 493 S. 
255. 


Einen Stein des Anstosses beim Studium der statistischen Literatur bildet heute 
die uneinheitliche und zum Teil undurchsichtige Terminologie. Wahrend die 
altesten Termini auf die Bevélkerungslehre zuriickgehen, kniipfen die spateren 
auch an die Nationalékonomie, Biologie, Psychologie und andere Anwendungsge- 
biete an, und zwar zeigt die Terminologie, wie stark die moderne Statistik einerseits 
auf die Stichprobentechnik und andererseits auf die experimental-statistischen 
Anwendungen angewiesen ist. Gleichzeitig mit der standigen Erweiterung der 
Anwendungsgebiete, auf welchen die statistischen Methoden anerkannt und un- 
entbehrlich werden — eine Expansion, die noch in vollem Gange ist —-, wird die 
Statistik als Wissenschaft zur allgemeinen Methodenlehre, deren Problematik und 
Grundsatze fiir das ganze bunte Feld der Anwendungen gemeinsam sind. In Zu- 
sammenhang damit erscheint die Rationalisierung der statistischen Terminologie, 
die Befreiung von veralteten Begriffen und iiberfliissigen Dublierungen, die 
Schaffung eines normativen und einheitlichen Systems, als eine dringende Auf- 
gabe. 

Das vorliegende Werk hat den Charakter eines terminologischen Handbuchs. 
Die Autoren halten es ausdriicklich nicht fiir ihre Aufgabe, zu standardisieren und 
zu normieren. Das Buch kann jedoch dank ihres energischen Strebens nach Konse- 
quenz und Einheitlichkeit sowie der autoritativen Anlage nicht umhin, normativ 
zu wirken. Es wurde im Auftrage des Internationalen Statistischen Instituts mit 
finanzieller Unterstiitzung der unEsco und unter konsultativer Mitarbeit von 
etwa zwanzig Fachleuten zusammengestellt. Kendall war der fiihrende unter den 
Autoren, und die grossen Vorziige der Arbeit entsprechen vollauf seiner weiten 
Erfahrung als Forscher und Verfasser von Lehrbiichern. 

Das Werk stellt eine Enzyklopadie und gleichzeitig ein mehrsprachiges 
Lexikon dar. Der erste Teil (S. 1-319) enthalt englische Definitionen und Er- 
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klarungen von zirka 1500 statistischen Termini. Im nachsten, franzésischen Teil, 
sind die franzésischen Termini in alphabetischer Ordnung ins Englische iiber- 
setzt und mit Hinweisungen auf die im ersten Teil gegebenen Definitionen ver- 
sehen. Es folgen noch drei nach demselben Prinzip zusammengestellte Worter- 
biicher, ein deutsches, ein italienisches und ein spanisches. 

Die Definitionen im ersten Teil sind mit Beherrschung der Kunst, in kurzen und 
klaren Satzen das Wesentliche hervorzuheben, formuliert. Wenn man beispiels- 
weise die Worte «Ancillary statistics», «Chunk sampling», « Power function», 
«Randomisation», « Variance analysis» nachschlagt, so erkennt man, dass das 
Buch eine grosse Bedeutung als Nachschlagewerk, als eine Hilfe bei Selbstbildung 
und als normierender Kode bekommen wird. Falls fiir denselben Begriff mehrere 
Termini zur Verfiigung stehen, wird mit Geschmack und Urteil gewahlt. Es ist 
zum Beispiel zu begriissen, dass die Autoren die Ausdriicke « Frequency function» 
und «Distribution function» empfehlen, so dass wir kiinftighin von anderen 
Méglichkeiten, wie etwa «Density function» und «Cumulative frequency 
function» absehen kénnen. 

Bei der Behandlung von aktuellen Forschungsproblemen und Fragen, die als 
strittig gelten oder gegolten haben, scheuen die Autoren vor einer eigenen Stellung- 
nahme nicht zuriick und gehen auch hier mit Objektivitat und gutem Urteil, 
jedoch ohne Doktrinarismus oder Aufdringlichkeit, ans Werk. Nachschlageworter 
wie « Bayes’ estimation», « Fiducial inference» und « Neyman-Pearson theory» 
liefern Belege fiir die geschickte Behandlung auch der schwierigsten Probleme 
dieser Art. Natiirlich kommt es gelegentlich vor, dass die Stellungnahme diskutabel 
erscheint. So zum Beispiel beriicksichtigt der von den Verfassern angegebene 
Unterschied zwischen Komponentenanalyse und Faktoranalyse in der psycholo- 
gischen Faktoranalyse nicht geniigend P. Whittle’s Resultat, wonach die Kompo- 
nentenanalyse als ein Sonderfall der Faktoranalyse aufgefasst werden kann. Ein 
weiteres Beispiel gibt das Nachschlagewort «Least-Squares Method», wo die 
Autoren jene Gruppe der Anwendungen iibersehen, in welcher die kleinste 
Quadratmethode konsistent bleibt, ohne dass die Verteilung des Residualen spezi- 
fiziert werden muss. 

Bei der Frage der Namen — wessen Name soll zum Beispiel die normale Ver- 
teilung tragen, den von Gauss, oder von Laplace, oder von beiden? — ist es eine 
dringende Aufgabe, die wildwachsende Flora der Namengebung zu systemati- 
sieren. Dabei zeigen jedoch die Autoren eine weniger gliickliche Hand. Gerech- 
tigkeitshalber soll gesagt werden, dass die Aufgabe besonders schwierig ist, da hier 
durchkreuzende Benennungsprinzipien und auch viele Grenzfalle vorhanden 
sind; vielleicht darf man auch bemerken, dass die Autoren mehr an solchen 
Fragen interessiert sind, als die Englander im allgemeinen. Als Beispiele kann 
man die Nachschlageworte anfiihren: «Cramér-Rao’s inequality», «Cramér- 
Tchebycheff’s inequality», « Cramér-von Mises test». Cramérs ganz selbstandige 
Beitrage zur mathematischen Statistik sind so bedeutend und zahlreich, dass es 
recht eigentiimlich erscheint, wenn sein Name standig mit einem Bindestrich 
vorkommt. Der Bindestrich kann in diesen Fallen durch verschiedene Prinzipien 
motiviert werden; bei einer strikten Anwendung des Prioritatsprinzips sollten die 
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drei angefiihrten Nachschlageworte « Fréchet’s agen », « Berge’s inequality» 
und «Cramér’s test» lauten. 

Ein paar stérende Druckfehler: Unter dem Theorem von Bernoulli steht: 
+ ¢.0, sollte heissen: + ¢. Unter «Reversible relation» steht P = cV/T, sollte 
heissen: P = cT/V. Bei der Cramér-Tchebycheff’s inequality ist die Bedingung 
t > 1 weggefallen. 

Die Initiative von UNEsco und Isr sowie die energische Arbeit der Autoren 
haben die statistische Literatur mit einem Standardwerk bereichert, das man dem 
Fachmann und Laien aller Kategorien ruhig empfehlen kann. Sachlich und doch 
leichtverstandlich, kann es von allen als Nachschlagewerk benutzt werden, wenn 
man einem fremden Fachausdruck begegnet. Durch seinen normativen Charakter 
wird es grosse Bedeutung fiir die Pflege der Terminologie haben. Die hier ge- 
machten kritischen Bemerkungen wiegen leicht im Vergleich mit den grossen Ver- 
diensten des Buches, und die vorkommenden Versehen sind meistens von solcher 
Natur, dass sie in den nachsten Auflagen leicht beseitigt werden kénnen. 


Statistisches Institut der Universitat Uppsala (Schweden ) HERMAN WoLpD 


FRIEDRICH LENZ. Werden und Wesen der éffentlichen Meinung. Ein Beitrag 
zur politischen Soziologie. Miinchen 1956. Pohl. 343 S. 19.80 pM 


Friedrich Lenz hat sich in dem vorliegenden Werk die Aufgabe gestellt, den 
Prozess der Meinungsbildung im Deutschland der europaischen Neuzeit ge- 
schichtlich und systematisch zu untersuchen. Er hat seine Arbeit als einen Beitrag 
zur Soziologie angelegt und hofft, damit auch zu grundsatzlichen soziologischen 
Einsichten zu kommen. Seine eigenen Vorarbeiten auf dem Gebiet der Meinungs- 
forschung und seine Verbundenheit mit einschlagigen Instituten legitimieren ihn 
besonders zu einem solchen Unternehmen. Es muss ihm angesichts der wenigen 
Vorganger beigepflichtet werden, dass seine Schrift eine neuerdings sehr stark 
empfundene Liicke auszufiillen berufen sei. Sie ist in der Tat zu begriissen, nicht 
zuletzt auch deshalb, weil sie eine breite Diskussion hervorrufen kann. 

Die vorliegende Besprechung sieht es als ihre vornehmste Aufgabe an, einen 
Beitrag dazu zu liefern, und versucht deshalb, vor allem Einwande gegen be- 
stimmte grundlegende Auffassungen des Verfassers vorzubringen. Vorab aber soll 
betont werden, dass seine Leistung als eine Phanomenologie der éffentlichen 
Meinung im wirklichen Sinne des Wortes anerkannt wird. Sie stellt nicht nur 
eine Schilderung ihres Werdens dar, sondern ist auch ein Versuch der soziolo- 
gischen Systematisierung ihres Wesens. 

Dass in letztgenannter Hinsicht nur von einem Versuch gesprochen werden 
kann, sollte nicht als Verkennung des Wertes der Arbeit angesehen werden. 
Lenz stellt selbst fest, dass die dffentliche Meinung «mit allen ihren Wider- 
spriichen» die schon von Kant festgestellte «ungesellige Geselligkeit» zum Aus- 
druck bringe (S.8); er spricht von der «Widerspriichlichkeit unserer Uberliefe- 
rungen» (S.21) und sieht eine unlésbare «Antinomie von Meinungsfreiheit und 
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Meinungszwang» (S.28). Auch bezeichnet er den Prozess der Meinungsbildung 
als einen «komplexen und schwer bestimmbaren Gegenstand» (S.29). Eng mit 
diesen Auffassungen hangt zusammen, dass er einen « Dualismus von Volk und 
Regierung, von biirgerlicher Gesellschaft und Staatsapparat» bis in die Gegen- 
wart hinein feststellen muss (S. 25), und dass er den Gegensatz von «individuellem 
und institutionellem Denken» (S.41) hervorhebt. 

Derartige Einsichten gehen noch weiter. So schreibt er von dem « Spannungs- 
verhaltnis von Freiheit und Bindung» (S.49) und sieht andererseits (ungeachtet 
der Tatsache, dass es sich um Spannungsverhiltnisse handelt) ein « Umschlagen 
der individuellen in eine gesellschaftlich relevante Meinungsbildung» (S. 50). In 
die gleiche Denkordnung gehéren auch weitere Ausserungen, aus denen die 
Grundhaltung des Verfassers zu erkennen ist. So zum Beispiel, wenn er auf S. 51 
vom Wechselverhaltnis von Individuum und Kollektiv und von individuellen und 
kollektiven Meinungen spricht. Auf der gleichen Seite wird iiber individuelles und 
kollektives Verhalten ausgefiihrt, dass sie «sich wohl beeinflussen und formen, 
aber niemals eindeutig bestimmen lassen. Beider vielfache und einander wider- 
sprechende, nach Intensitat wie Ausdehnung wechselnde Besetzungen mit psycho- 
logischen, logischen und Willensmerkmalen machen die individuellen wie die 
kollektiven Meinungen zu einem proteusartig wandelbaren Gebilde, das sich einer 
kategorischen Bestimmtheit seiner Formen und Inhalte ebenso entzieht wie jeder 
wissenschaftlich exakten Vorausbestimmung kiinftigen Verhaltens. » Damit aller- 
dings erhebt sich die Frage, ob es nicht doch eine Kategorie gebe, die, wenn auch 
nicht zur sicheren Voraussage, so doch zu einem vertieften Verstandnis der 
Phanomene fiihren kénnte. 

Der Schreiber dieser Zeilen ist der Meinung, dass dieses Verstandnis sich 
erschliesse aus der Anschauung, dass die Gegensatze sich gegenseitig in unablassi- 
ger Spannung durchwaltende und damit einander bedingende, mithin pola- 
rische, sind. Dieser Auffassung steht der Verfasser nicht ganz fern, wenn er «jede 
pluralistische Gesellschaft als Einheit von Widerspriichen» (S.77) auffasst. 
Jedoch, Einheiten von Widerspriichen kann es nicht geben, weil Widerspriiche 
einander ausschliessen. Einheit von Gegensdtzen dagegen ist logisch zwingend, weil 
Gegensatze einander bedingen wie Berg und Tal. 

Lenz ist mit seinen Wesenserklarungen nicht so tief gedrungen, wie es seine 
Kenntnis des Phanomens ihm gestattet hatte, weil er dialektisch denkt nach dem 
Vorbild von Hegel. Allerdings kommt er an zahlreichen Stellen, wie schon einige 
der obigen Zitate erkennen lassen (vgl. auch S.133, 241, 285), der polarischen 
Auffassung sehr nahe. Wo er jedoch von Polaritat ausdriicklich spricht, versteht 
er sie mechanisch, etwa im Sinne der Naturwissenschaften. So zum Beispiel in 
seiner Bezugnahme auf die Lehrmeinung des Rezensenten (S. 285). Die polarische 
Auffassung hatte ihn davor bewahren kénnen, von « Umschlagen» zu reden oder 
zum Beispiel zu vertreten, dass Staat und Gesellschaft in der neuen Zeit vdllig 
identisch geworden seien. 

Der zur Verfiigung stehende Raum gestattet nur noch einige Hindeutungen: 
Die Unterscheidung in 6ffentliche und politische Meinung ist unscharf und des- 
halb nicht iiberzeugend. Die letzte kann doch nur als Unterbegriff der ersten 
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verstanden und nicht als ihr nebengeordnet angesehen werden (S.47, 308ff.). 
Ferner sind die Beitrage zur Meinungsforschung, die sich in dem Werk finden 
(S.35, 47 und 162 ff.), auch der Tabellenanhang, fiir die praktische Arbeit zu 
allgemein gehalten. Auch kann man Markt- und Meinungsforschung nur in bezug 
auf gewisse Methoden, nicht aber in bezug auf die Objekte als verwandt ansehen 


(S. 143, 165). 


Hochschule fiir Wirtschafts- und Sozialwissenschaften, | Wiu.HELM VERSHOFEN 
Niirnberg (Deutschland ) 


SevmouR MeEwtman. Dynamic Factors in Industrial Productivity. Oxford 


(England) 1956. Blackwell. 238 p. 22s. 6d. 


Professor Melman has three hypotheses and two problems. The hypotheses are 
(1) that labour productivity depends upon the extent of mechanization, (2) that 
the extent of mechanization depends upon the ratio of alternative labour to 
machine cost, and (3) that the growth of administrative overhead limits the effects 
of rising labour productivity upon the output of goods per head. His problems 
are first to see how much of the observed variation in productivity may be accounted 
for by these hypotheses, and second how to demonstrate the existence of a causal 
relationship between correlated variables, such as mechanization and the cost ratio. 

Melman’s approach is to select materials handling as a field of study, and in 
Partr he concentrates upon the use of industrial trucks in the motor vehicle industry 
in the u.k. Visits to twenty plants yielded evidence of a post-war increase in the 
mechanization of materials handling methods, and information from the producers 
of such equipment showed that these changes were not confined solely to the 
vehicle industry. Melman calculates that for a fork-lift truck the increase in the 
ratio of man-hour to machine-hour cost in the u.K. between 1938 and 1950 was 
about 80 per cent (p.40). The final step in Part 1 is to argue that the increase in 
this cost ratio has been the dominant cause of the increased mechanization. The 
method of “‘proof”’ is to examine three other factors with a bearing on mechaniza- 
tion and to show that these had not altered appreciably between 1938 and 1950, 
while the cost ratio, of course, had increased substantially. The three factors are 
capital availability, production capacity for mechanical handling equipment, and 
production engineering knowledge of the equipment. This may be a valid method 
of “proof”? if the list of non-changing, related factors is exhaustive, but the three 
mentioned by the author do not fully encompass the change in the u.k. between 
1938 and 1950. There was a severe post-war shortage of labour and of factory 
space; there was a concerted official campaign to mechanize and thus raise labour 
productivity; missions were despatched for numerous trades across the Atlantic 
to report on American mechanization and productivity levels. As Melman himself 
describes in chapter rv, the changes in materials handling were a part of concomi- 
tant and far-reaching changes in production design. As he also describes in his 
detailed plant studies, data on materials handling costs in individual plants were 
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often non-existent, and managers frequently emphasised such considerations as 
economising scarce labour and floor space. The cost ratio is undoubtedly important, 
but the author does less than justice to the material which he has assembled in 
Part 1 by attempting to oversimplify the causal mechanism and elevate the cost 
ratio into a position of supreme importance. 

Part 1 contains useful data on the growth of administrative overhead in British 
industry and a discussion of the factors responsible for this growth. 

In Part 11, Melman generalises the analysis to examine aggregate productivity, 
mechanization and alternative cost for several countries. He employs the number 
of kilowatt hours equal in cost to a manhour as an overall measure of the alternative 
cost of labour to machinery. This is a very rough approximation, as may be seen 
from the following figures. 


Percent changes in costs 


U.S. U.K. 

1940-1950 1938-1950 
ee er ne ee re ee ee ee —4 +45 
Fork-lift truck machine hours ........... +18 +40 


1939-1947 1938-1947 

(General machinery prices 2... 1.6 8 6 ss es Hs +26 
Machine tool prices ..... — +39 
Capital goods export price index — ‘ +94 

While this cost ratio is strongly correlated with mechanization and productivity 
within u.s. and U.K., it fails to explain the substantially higher level of u.s. produc- 
tivity, which was more than twice the British figure at similar cost ratios (Fig. 12). 
An analysis of nine countries, however, with data spanning 1924-1950 showed 
alternative cost accounting for 78 per cent of the variation in producitivity, and a 
comparison of 17 industries in u.s. and u.k. also showed a positive, though much 
weaker, correlation. Melman argues, by analogy with his fork-lift truck example 
of Part 1, that the cost ratio exercised, in general, a causal influence on labour 
productivity through the intervening variable, degree of mechanization. In the 
u.S., productivity has been increasing at 3 per cent per annum and the cost ratio 
at 6 per cent while in the u.K. the corresponding rates have been 1.4 per cent and 
5 per cent. Melman concludes: ““The British productivity development will be a 
function of the British alternative cost development”’ (p. 180). The implication is 
that all we need to do to raise living standards in strike-torn, inflation-ridden 
Britain is to see that the trades unions receive something more than the 5 per cent 
which currently secures an uneasy truce each year. Professor Melman has not 
convinced this reviewer that it is quite as simple and mechanistic as all that, but 
he has assembled a lot of important data on costs and productivity, performed 
many useful calculations, and made an interesting book out of his results. 


Harvard University, Cambridge, Mass. (U.S.A. ) J.JOHNsTON 
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Cuares Morris. Varieties of Human Value. Chicago 1956. University 
of Chicago Press. 224 p. $ 5.00. 


This book attempts a scientific study of valuation. A document (p. 15-19) 
setting out thirteen carefully stated ideals or ways of living was circulated to 
sample groups in many countries, and the completed questionnaires here selected 
for special analysis are mainly those from the u.s.A., China and India. 

The analysis is intricate, taking account of geographical and climatic con- 
ditions, social and cultural background, economic status, age group, sex, etc. The 
data provided by the answers to the questionnaire seem to suggest that there are 
five main “‘value dimensions’’ (e.g. ‘‘social restraint and self-control’’, and “‘en- 
joyment and progress in action’”’) by reference to which the preferences amongst 
these ways of life will be classified by any given individual. It is within these 
dimensions that the author—if I understand the argument aright—assigns the 
respective influences of social conditioning, and of psychological and biological 
factors in determining the directions taken by our concrete valuational processes. 

While the study is based primarily on the material supplied in the question- 
naires on “‘ways of living’’, an attempt is made to check the validity of the infer- 
ences drawn by the interesting device of getting personal reactions to a variety of 
paintings (including works by Bellini, El Greco and Picasso), the specifically 
aesthetic judgement being distinguished from other elements in the response. The 
results of this latter investigation are correlated with the results of the main analysis. 

The highly technical vocabulary and elaborate statistical treatment make the 
book over rich food for the digestion of the general reader. Of those who regard 
themselves as competent to pronounce on its merits, I imagine that the psycholo- 
gists and sociologists will be sympathetic to the methods employed and will judge 
the book mainly on the skill with which the technique has been applied. The 
philosophers—at any rate those who formulate the problems of valuational 
theory in the customary fashion—will be more apt to ask whether any approach 
of this kind can seriously claim to advance valuational theory. 

The present reviewer happens to be a philosopher, not unsympathetic to 
studies such as that of Mr. Morris; but he finds himself in a real difficulty in the 
matter of passing comment. Assuming that the technique has been properly used, 
it is not easy to grasp the implications of Mr. Morris’s conclusions with respect to 
major philosophical controversies in the subject. I am sure the implications would 
appear if one gave sufficient attention to the analysis; but perhaps the last chapter 
might have included more boldly lettered signs than it does to assist the vision of 
elderly philosophers. 


Glasgow University (United Kingdom) W. D. Lamon? 
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RENE TouLemont. Sociologie et pluralisme dialectique. Introduction a 
Poeuvre de Georges Gurvitch. Louvain 1955. Nauwelaerts. 276 S, 


Diese verdienstvolle konzentrierte Darstellung des Werkes von Gurvitch nach 
seinen hauptsachlichsten methodischen Gesichtspunkten, Begriffen und For- 
schungsergebnissen in kompetenter Weise zu beurteilen, ist letztlich nur der 
Soziologe in der Lage, dessen Werk eine so griindliche Wiirdigung erfahrt. Der 
Rezensent kann lediglich feststellen, dass Aufbau und Durchfiihrung der Unter- 
suchung ausgezeichnet geeignet sind, ein so gedankenreiches und begrifflich viel- 
seitiges Werk in seinem inneren Zusammenhang vor Augen zu fiihren. Er darf 
auch nicht der naheliegenden Versuchung nachgeben, sich mit dem Gehalt der 
Studie selbst auseinanderzusetzen. Es verbleibt, zu versuchen, einen Eindruck 
von dem Aufbau der Darstellung als solcher zu vermitteln. 

Gurvitch ist von Grund auf Philosoph, wie es denn ohne philosophische Grund- 
lagen und philosophische Selbstbesinnung keinen fruchtbaren Ansatz der Sozio- 
logie gibt. Toulemont beginnt entsprechend mit einer Darstellung «Von der 
Metaphysik zur Erfahrung», in der er die Spannweite des Denkens von Gurvitch 
zwischen einem Begriff des «Absoluten» und seiner Deutung der Erfahrung zeigt. 
Der Erfahrungsbegriff von Gurvitch unterscheidet sich grundsatzlich von dem 
positivistischen, indem er einen Charakter von «Spontaneitat» hat, so dass der 
Wert einer jeden Erfahrung in dem Grade gegeben ist, in dem sie fahig ist, in 
einem «Universum» von Erfahrung einen ganzheitlichen Zusammenhang dar- 
zulegen (S.21). Die Philosophie Fichtes wirkt in dem Spontaneitatsbegriff nach. 
Uber den iiblichen Erfahrungsbegriff wird auch dadurch hinausgegangen, dass 
die Erfahrung als «dialektisch» bezeichnet wird. Der sich so ergebende Begriff 
des « Hyperempirismus» charakterisiert die Grundposition von Gurvitch. 

Sinngemass folgt eine Auseinandersetzung mit Soziometrie und Behaviorismus, 
bei der sich ein prinzipieller Pluralismus der Methoden als notwendig heraus- 
arbeitet. Insbesondere die Problematik des Determinismus und des Kausalitats- 
begriffs tritt klar hervor. Nach dieser grundsatzlichen Fixierung des Standpunktes 
von Gurvitch folgen eingehende Darlegungen der Moralphilosophie und der 
innerlich mit dieser zusammenhangenden Rechtssoziologie. Von wiederum all- 
gemeiner soziologischer Bedeutung ist der Begriff des «fait social», wobei es dem 
Verfasser nicht gelingt, eine in diesem liegende Unklarheit véllig aufzuhellen: 
« Die soziale Tatsache ist eine aktive soziale Wirklichkeit, deren Existenz, legiti- 
miert durch die Werte, die sie verkérpert, diesen Werten Wirkungskraft ver- 
leiht» (S.72). 

Die Betonung des Spontanen oder « Intuitiven» kehrt auch in der Konzeption 
des Zusammenlebens selbst wieder: « Die Beziehung zu einem anderen ist immer 
auf eine Intuition begriindet» (S.125). Masse, «communauté» und «commu- 
nion» werden als Grade der Verbundenheit unterschieden. Wesentlich ist, dass 
auch der Begriff der « Funktion», der im allgemeinen fiir einen Grundbegriff einer 
«funktionalistischen» als einer prinzipiell ihren Gegenstand als «wertfrei» be- 
stimmenden Soziologie gelten kann, anders gefasst wird: « Die Funktion ist kein 
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Ziel, sondern eine Leistung (ceuvre), die sich von Werten und Zielen herleitet» 
(S. 130). Es folgt eine jeweils knappe Darlegung der hauptsachlichen Gegenstands- 
begriffe der Soziologie. Die soziale Realitat selbst ist «in permanenter Revolution 
und Gegenrevolution» (S.148). Der Begriff des «Determinismus» und der 
«sozialen Gesetze» steht damit in einem vollkommen anderen Zusammenhang 
und wird von diesem aus verstanden: «Der soziologische Determinismus im 
ganzen ist weitest entfernt von Fatalitat und Notwendigkeit» (S. 154). So gewinnt 
diese Soziologie Raum fiir eine Wiirdigung der menschlichen Freiheit. Es wird 
aus Gurvitch zitiert: « Die soziale Realitat ist ganz und gar Aktivitat, d.h. sie ist zu 
verstehen als eine fortwahrende Anstrengung sich selbst zu schaffen, gegen Wider- 
stande anzukampfen, die sie vorfindet» (S. 157). Das ist wiederum durchaus Fich- 
tescher Geist, auch wenn es weiter heisst, eine Bedingung des menschlichen Willens 
sei es, bis in seine intensivsten Ausdruckformen hinein unvollendet zu bleiben. 

In der Darstellung der «sociologie de l’esprit» wird in der fiir die franzésische 
Soziologie charakteristischen Weise Ethnologisches in unmittelbarem Zusammen- 
hang mit dem, was wir « Kultursoziologie» nennen wiirden, verwertet. Fiir die 
Wissenssoziologie ist es charakteristisch, dass auch hier der Begriff der Intuition 
dem des Wissens entgegengestellt wird. Eine Darstellung der mit seiner Soziologie 
innerlich zusammenhangenden Auffassung Gurvitchs von einer «pluralistischen 
Demokratie» beendet die Exposition des doch im ganzen wohl als System zu 
bezeichnenden Werkes von Gurvitch. 

Das Buch erscheint als eine bedeutende gedankliche Leistung von geschlos- 
senem Charakter mit prazis entwickeltem wissenschaftlichem Gehalt. 


Berlin (Deutschland) WERNER ZIEGENFUSS 


MarTIN TROTTMANN. ur Interpretation und Kritik der Kusammen- 
bruchstheorie von Henryk Grossmann. (Staatswissenschaftliche Studien, 
N. F. Bd. 14, hg. von L. V. Furlan, Edgar Salin, V. F. Wagner.) 
Ziirich 1956. Polygraphischer Verlag. g1 S. sFr. 12.50. 


Dr. Trottmann kommt das Verdienst zu, das heute zu unrecht beinahe ver- 
gessene, aber in methodologischer Hinsicht so anregende und an Einzelerkennt- 
nissen so reiche Werk des zu friih verstorbenen marxistischen Nationalékonomen 
H. Grossmann in Erinnerung gebracht zu haben. Wenn wir hinzufiigen, dass es 
sich um eine talentiert geschriebene Arbeit handelt, deren Verfasser sich alle 
Miihe gab, die den heutigen Okonomen oft nicht mehr gelaufigen methodolo- 
gischen Postulate der marxistischen Okcnomie zu erfassen und richtig zu inter- 
pretieren, so glauben wir damit die positiven Seiten der Trottmannschen Schrift 
nach Gebiihr hervorgehoben zu haben. Denn in der Hauptsache - in seiner Kritik 
der Grossmannschen Version der Zusammenbruchslehre — kénnen wir leider dem 
Verfasser nicht zustimmen. Nicht als ob wir Grossmanns Konzeption fiir fehlerlos 
hielten (ganz im Gegenteil), sondern weil uns der Weg, den Trottmann in seiner 
Kritik einschlug, als wenig fruchtbar erscheint. 
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Ware es denn nicht vom Gesichtspunkt der ékonomischen Theorie interes- 
santer und folgerichtiger gewesen, anstatt die Grossmannschen Reproduktions- 
schemata nach vermeintlichen und wirklichen Fehldeduktionen zu untersuchen, 
zuerst die Grundvoraussetzung, von der Grossmann ausging — namlich die 
Marxsche Lehre vom tendenziellen Fall der Profitrate —, zu priifen? Stellt man 
sich namlich auf den Standpunkt dieser Lehre, und nimmt man mit Marx (und 
Ricardo) an, dass der tendenzielle Fall der Profitrate nur bis zu einem bestimmten 
Punkt durch das Wachstum der Profitmasse kompensiert werden kénne, dann er- 
gibt sich das « Versagen» der Kapitalverwertung und folglich auch ein «Zu- 
sammenbruch des Systems» von selbst. (Dass dieser Zusammenbruch keineswegs 
mechanisch, sondern nur im Sinne einer Zusammenbruchstendenz aufzufassen sei, 
ist ein geringer Trost.) Von diesem Gesichtspunkt aber ist die Frage, ob die spe- 
ziell Grossmannsche Illustration der von Marx behaupteten Zusammenbruchs- 
tendenz mehr oder weniger gelungen, gewiss von nur sekundarem Interesse. 
Um so mehr, als Trottmann selbst den « Zusammenbruch» im kritischen 35. Jahr 
der Bauer-Grossmannschen Schemata nur so zu verhiiten (richtiger: zu ver- 
schieben) weiss, dass er die Akkumulationsrate fallen und zugleich eine indu- 
strielle Reservearmee von Arbeitern entstehen lasst?. 

Noch weniger vermag uns freilich Trottmanns «soziologische» Argumenta- 
tion zu iiberzeugen. Trottmann erklart zwar ausdriicklich, dass es «heute noch 
nicht als sicher gelten kénne», ob denn die «ékonomische Zusammenbruchs- 
theorie... wirklich Marx zugehére»; was ihn jedoch nicht hindert, eben diese 
Theorie dem wirklichen Marx entgegenzustellen. Er wiederholt ohne Bedenken den 
alten Einwand, wonach die «Zusammenbruchstheoretiker» einen «automati- 
schen», «mechanisch»-dkonomischen Zusammenbruch des Kapitalismus er- 
warten, im Gegensatz zu Marx, der angeblich «die letzte unabwendbare Schranke 
des Kapitalismus» nicht in einer «gesamtkapitalistischen Pleite», sondern in dem 
«gesamten Kampfwillen des Proletariats» erblickt hatte. (Helene Bauers Rezen- 
sion des Grossmannschen Werkes?.) Ais ob die Vorstellung von einem ékono- 
mischen « Versagen», einem 6konomischen «Ende» des Kapitalismus als einer 
progressiven, die Produktivkrafte entwickelnden Gesellschaftsformation, ipso 
facto das Mittun der menschlichen Agentien und den Kampf der Klassen aus- 
schlésse! Man darf also wohl von « Gesetzen» (oder, was nichts anderes heisst, von 
der «ékonomischen Notwendigkeit») des Entstehens und der Entwicklung des 
Kapitalismus sprechen, nicht aber von den Gesetzen und der ékonomischen Not- 


1. Trottmann glaubt den Hauptfehler der Grossmannschen Schemata in dem «willkirlich angenom- 
menen ungeheuren Wachstum des ac Teils» (des zum konstanten Kapital geschlagenen Teiles des Mehr- 
werts) entdeckt zu haben. Glaubt er aber im Ernst, dass wenn das konstante Kapital der Schemata nicht um 
10%, sondern, sagen wir, nur um 6% wiichse, das Resultat anders ware? — Die Zahlen des Schemas sind aller- 
dings willkirlich; nicht willkirlich aber ist die Voraussetzung, dass im Kapitalismus sich die Akkumulation 
nicht nach den Konsumtions- und Reproduktionsbediirfnissen der Gesellschaft, sondern nach den Verwer- 
tungsbediirfnissen des Kapitals richtet. 

2. Was Trottmann selbst hinzufiigt, ist: «Bei den ékonomischen Zusammenbruchstheorien ist die 
innere Funktionsfahigkeit des Wirtschaftssystems eines, und die Gestaltung einer neuen Ordnung ein anderes. 
Aus dem ékonomischen Zusammenbruch einer Wirtschaftsordnung ist ja die nachfolgende noch nicht be- 
stimmt» (S. 83). Wir fiir unseren Teil finden das nicht so arg; scheinen doch die Erfahrungen der letzten 
Jahrzehnte den Schluss nahe zu legen, dass der Zusammenbruch des Kapitalismus nicht unbedingt (oder zu- 
mindest nicht sogleich) durch den Sieg des Sozialismus abgelést werden miisse. 


5 Berens 
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wendigkeit seines Unterganges — ohne sich einer «mechanistischen» Auffassung 
schuldig zu machen und in die lacherliche Situation von Anhangern einer 
«Partei zur Férderung der Sonnenfinsternis» zu geraten... Trottmann bemerkt 
gar nicht, dass es sich hier um einen einfachen Sophismus handelt, der den 
Gegnern der Zusammenbruchslehre dazu diente, ihre eigene, wesentlich harmo- 
nische Auslegung des Marxschen Systems zu verdecken, sowie anstelle der objektiv- 
materialistischen eine ethisch-idealistische Begriindung des Sozialismus zu setzen. 

Der Unklarheit dariiber, ob denn die sogenannte Zusammenbruchstheorie von 
Marx selbst stamme oder bloss eine Extravaganz mancher iibereifriger Schiiler 
darstelle, ist wohl zuzuschreiben, dass Trottmann den Hauptfehler des Gross- 
mannschen Werkes iiberhaupt nicht sieht. Und dieser Fehler besteht unseres Er- 
achtens nicht in seiner « mechanistischen » Anwendung der Bauerschen Schemata, 
sondern darin, dass er seinen Lesern eine durchaus einseitige, und deshalb inada- 
quate Darstellung der Marxschen Zusammenbruchslehre bietet. Er will das 
ékonomische Ende des Kapitalismus einzig und allein aus dem Versagen der 
Kapitalverwertung herleiten — wie vor ihm R. Luxemburg es ausschliesslich aus den 
Realisierungsschwierigkeiten ableiten wollte. In dieser Hinsicht glauben wir dem 
nichtsozialistischen Kritiker Grossmanns, Prof. K. Muus beistimmen zu kénnen: 
«Zweck der kapiialistischen Produktion» — sagt er in seiner Buchbesprechung — 
«ist nicht die Befriedigung der gesellschaftlichen Bediirfnisse, sondern die Ver- 
wertung des Kapitals, des bereits vorhandenen, wie des zusatzlichen; das Mittel 
zur Erreichung des Zwecks ist die absolute Entfaltung der Produktivkrafte. Von 
einem bestimmten Punkt der Entwicklung an geraten Mittel und Zweck in 
Widerspruch zueinander, einen Widerspruch, der einmal auf den Zwiespalt 
zwischen den beschrankten Dimensionen der Konsumtion auf der kapitalistischen 
Basis und einer Produktion beruht, die iiber diese immanente Schranke hinaus- 
strebt; der andrerseits darin zum Ausdruck gelangt, dass die Steigerung der Pro- 
duktivkrafte statt zuwachsender Verwertung fortschreitende Entwertung des 
Kapitals begriindet. Die erste Erscheinungsform des Antagonismus zeigt sich in 
den Grenzen, die der Riickverwandlung des Mehrwerts in Kapital, der Reali- 
sierung des Mehrwerts gezogen sind; seine zweite Erscheinungsform vergegen- 
standlicht sich im Gesetz der fallenden Profitrate. Beiden Erscheinungsformen ist 
gemeinsam, dass dem Expansionsdrang der Produktivkrafte objektive, daher uniiber- 
windliche Hemmungen gestellt sind, die den Zusammenbruch des Systems unvermeidlich 
bedingen». Was hier gesagt wurde, ist natiirlich viel zu allgemein; dennoch wird 
von Muhs die Frage selbst richtig gestellt. 

Trottmanns Arbeit ist in den « Staatswissenschaftlichen Studien» erschienen — 
die dritte Arbeit, die sich im Rahmen dieser Schriftenreihe mit den Problemen der 
marxistischen Okonomie befasst®. Es ist angenehm festzustellen, dass es sich in 
allen drei Fallen um Basler Dissertationen handelt, und dass die Basler Universitat 
in dieser Hinsicht den besten Traditionen der unvoreingenommenen, allseitig 
interessierten Forschung folgt, die vor dem Kriege auf mehreren deutschsprachigen 
Universitaten gepflegt wurden. 

Detroit, Michigan (U.S.A.) RoMAN RospDOoLsky 


3. Die anderen zwei Arbeiten sind die von O. Morr und B. Fritscu. 
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I problemi dello sviluppo economico con particolare riguardo alle aree arretrate. 
Edited by Francesco Vito. Contributi dell’ Istituto di scienze eco- 
nomiche, Universita del Sacro Cuore, Serie tv. Milano 1956. Societa 
Editrice Vita e Pensiero. 430 p. L. 2300. 


Like nearly all symposia, this work of nine writers on the problems of economic 
development is uneven in texture when judged by the criteria of analytic handling 
and realistically significant content. Despite its unevenness, however, this reviewer 
finds it to be a useful treatment of many issues in one of the most complex branches 
of political economy. 

A run-down of the papers will perhaps give the best idea of the book’s scope. 
Professor Viro opens the volume with an essay on ““The Present State of the 
Theory of Economic Development, the Theory of Backward Areas, and the Italian 
Case’’. Nino ANDREATTA follows with ‘Technological Alternatives in the Develop- 
ment Policy of Backward Areas’’. In the first of two papers on rural aspects, 
Corrabo Bonato deals with ‘*‘ Economic and Social Aspects of the Mechanization 
of Italian Agriculture’’. The second essay ona rural theme is ERCOLE CALCATERRA’S 
very significant effort, “Agriculture as an Alternative to Industrialization in the 
Economic Development of Southern Italy’’. Since a book on development would 
be incomplete without something on fiscal and monetary topics, the volume con- 
tains a paper on “Fiscal Policy and Economic Development’’, by CesArE Brasca, 
and one on ‘‘Capital Formation and Credit Policy’? by Franco FEero.p1. The 
central planning emphasis, which strongly colors much if not most of the writing 
in the development field, appears in several places. One is FRANcA DucHin1’s 
**Economic Development in Marxist Thought, with Particular Reference to Italian 
Contributions’’, Another is SrrRo LomBARDINI’s on econometrics and develop- 
ment, which deals with a number of matters including the ever-present Leontief 
approach. Professor Vitro returns with two essays, one on ‘‘ Population and Eco- 
nomic Development”, and another on ‘‘ Economic Progress—Objective of Eco- 
nomic Policy’’. Finally, GrancaRLo Mazzoccui contributes a pair of papers: 
**Self (Internal)-Financing and Economic Development, with Particular Refe- 
rence to Italy in Recent Decades’’, and ‘““The Results of the Milan Conference 
on Backward Areas in the Light of Research in Other Countries’’. 

Economists who follow the large and expanding literature on economic devel- 
opment will be familiar with most of the book’s technical content, though probably 
not with the more specifically Italian aspects of the general problem. For this 
reason and partly because the authors make such extensive use of Anglo-Saxon 
literature, much of the material will be well known. It should be unnecessary, 
therefore, to do more than highlight those features which are more or less distinctive 
with this book. 

The agricultural side is noteworthy for Bonato’s analysis of the limitations of 
mechanization in the development of Italian agriculture and especially for Calca- 
terra’s very persuasive championing of agriculture in the formulation of the same 
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country’s development policies (to which I return below). In the field of production 
techniques, Andreatta makes a good case for the thesis that most approaches to 
development posit methods that are too simple technologically besides overwor- 
king static, as distinct from dynamic, assumptions. Brasca’s effort in the field of 
fiscal policy deals first with an area that is politically autonomous and then with 
the Italian Mezzogiorno—the backward southern area—in relation to the fairly 
developed northern sector. Several conclusions emerge: A backward area should 
be able to receive more development assistance if it is part of a unitary state; fiscal 
policy actions are complicated in the two-sector case by virtue of the backward 
sector’s inability to use protective measures against imports; and capital flight to 
the advanced sector presents difficult control problems. Duchini’s conclusion with 
respect to Marxism and its Italian variants is noteworthy, even if not novel: 
“Marxist theory is an ineffective instrument for the analysis of concrete 
development problems in a modern economic system’’. Also worth citing is 
Mazzocchi’s position on internal financing. Considering the scope of corpo- 
rate enterprise in Italy, the rate and level of savings, the size of the capital 
market, and the role of public capital his emphasis is upon Italy’s inter- 
mediate position between the advanced countries and those at the lower end 
of the development scale. The accompanying statistical data should also be of 
interest. 

The best (and shortest) paper in the work, in this reviewer’s opinion, is Calca- 
terra’s on agriculture versus industrialization in the Mezzogiorno. It will repay 
reading in many lands, partly because of the many situations that roughly parallel 
Italy’s and partly because of the relative neglect of so-called ‘‘unglamorous’”’ 
agriculture by many writers, especially those with the overly influential inter- 
national agencies. Calcaterra is not swayed by the usual arguments that stress, first, 
the high correlation between a nation’s position on the development scale and its 
industrial status, and, second, the alleged intrinsic inferiority of agriculture as 
compared with industry. If resource allocation does not discriminate against 
agriculture and if farm technology is not neglected, the two are on a par economi- 
cally. 

Regarding the Mezzogiorno, the observed lower per capita income levels as 
compared with the north are the result not so much of a lower level of industrializa- 
tion as of meager capital formation and a demonstrably poor farm technology. 
The Mezzogiorno, contrary to widely held views, is not overpopulated. In fact, 
there are important parts of it in which low yields are due to an insufficient 
population. Moreover, in the extensive agriculture which prevails in the region the 
existing density is bound to mislead unless one sees the problem in both economic 
and technological terms. For example, current thinking is overly predicated on 
the consequences of the existing cereal economy, which requires only 11-14 man- 
days of employment per hectare. A fodder and livestock emphasis would raise 
requirements to 45-50 man-days, while an irrigated basis would shift needs to the 
100-300 level. Moreover, investment requirements are smaller in agriculture than 
in industry—an important matter in a country such as Italy; even so, investment 
needs rank second to those on the technological side. 
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All in all, Calcaterra’s case is one that cannot lightly be dismissed. It is an 
antidote, for example, to the exaggerated claims for American aid based on misuse 
of the capital-output ratio. His paper alone justifies a reading of the book. 


The American University, Washington, D.C. (U.S.A.) Vircit SALERA 


WALTER G.WAFFENSCHMIDT. Produktion. Meisenheim/Glan_ 1955. 
Anton Hain. 255 S. Brosch. 17.50 pM, Lw. 19.70 DM 


Dieses Lehrbuch, das einen grundlegenden Teil jeder Wirtschaftstheorie zum 
Gegenstand hat, wendet Mathematik «so wenig wie méglich, so viel wie nétig» 
an (S.g). Blattert man es durch, so findet man recht viel Mathematik, und zwar 
Graphiken. Der Gegenstand zwingt fast iiberall zur Mathematik, und die Graphi- 
ken erlauben, so wenig wie méglich Mathematik, und zwar so leichte Mathematik 
wie méglich, zu verwenden. Die Graphik ist anschaulich und darum dem Nicht- 
mathematiker am unmittelbarsten zuganglich — da die Evidenz ins Auge fallt; 
sie zwingt aber auch dazu, in der Abstraktion die Beziehungen stets so weit auf- 
zuldsen, dass sie sich zwei- oder allenfalls dreidimensional darstellen lassen. Das 
lasst sich mit allen Grundbegriffen und Fundamentalbeziehungen der Disziplin 
so machen. Das Instrumentarium dieser Methode wird hier meisterhaft gehand- 
habt. Man arbeitet sich leicht in die langsam immer schwieriger werdende Materie 
hinein. Von den rein technischen Problemen wird man in die wirtschaftlichen 
eingefiihrt; es folgen die betriebswirtschaftlichen Erlésprobleme, die Kosten- 
theorie, eine Auseinandersetzung mit der Zurechnungsproblematik, schliesslich 
die Marktprobleme bis hinein in die Produktionskinetik. Im Anhang wird iiber 
die graphische Methode in einer vieldimensionalen analytischen Produktions- 
theorie hinausgegangen. Ein wohlausgewahltes, umfangreiches Literaturver- 
zeichnis beschliesst das Buch. 

Von Interesse ist iiberdies der Versuch, die Beziehungen der mathematischen 
Problematik zu den « Geisteswissenschaften» herzustellen. Das Buch gehért nicht 
nur in die Hand des Studenten, sondern diirfte auch jedem, der sich fiir Wirt- 
schaftsprobleme ernstlich interessiert und von der Oberflachlichkeit loskommen 
méchte, sehr niitzlich sein. 


Universitat Tiibingen (Deutschland ) Hans PETER 
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Aspects sociaux de l’industrialisation et de urbanisation en Afrique au Sud 
du Sahara. Etude réalisée sous les auspices de l’unEsco par I|’Institut 
International Africain sous la direction de Daryll Forde. Paris 1956. 
UNESCO. 799 p., 2250 fr. fr. ($9.—) 


Ce trés gros ouvrage de 800 pages voudrait étre une somme de tous les travaux 
qui ont été faits ces derniéres années sur les conséquences de |’urbanisation et de 
l’industrialisation dans la moitié d’un continent. L’importance des territoires con- 
sidérés et la trés grande variété des contrées rendent peut-étre illusoire tout effort 
de synthése en la matiére. Entre les probiémes de l’Afrique occidentale frangaise, 
ceux du Kenya et ceux de |’Afrique du Sud, il n’y a presqu’aucun point de 
comparaison. 

La ressemblance réside seulement dans le développement économique de la 
plupart de ces pays au sein de structures coloniales qui persistent encore sur de 
trés larges territoires et la présence consécutive de populations qui se juxtaposent 
avec trés peu d’interpénétrations profondes et qui se distinguent par leur niveau 
de vie, leur origine ethnique, leur civilisation. Les problémes abordés sont ainsi 
apparentés 4 ceux que l’on trouve dans d’autres pays soumis aux mémes conditions 
d’évolutior, et ces ressemblances sont manifestes méme lorsque les détails varient. 
Cet ouvrage prend donc un caractére de généralité et les réflexions qu’il suscite 
pourraient le plus souvent étre faites 4 propos de tous les pays sous-développés. 

Cette publication de l’Unesco se subdivise en quatre parties. Dans la premiére 
partie, DAaRYLL ForbE expose le sujet 4 grands traits et donne quelques indications 
sur les populations étudiées (page 1 4 56). Une deuxiéme partie est consacrée 
a des comptes rendus «d’enquétes récentes ou en cours sur les effets sociaux du 
développement économique en Afrique tropicale» par MERRAN McCuLiocu 
(p.57 4 252). La troisiéme partie donne les rapports préliminaires des recherches 
de V.G. Pons, N. Xyp1as et P. CLEMENT sur les « Effets sociaux de l’urbanisation 
a Stanleyville (Congo belge)» (p.253 4 524). La quatriéme partie publie les 
«Documents présentés 4 la conférence de l’Unesco sur les aspects sociaux de 
l’industrialisation et de l’urbanisation en Afrique au sud du Sahara (Abidjan, 
septembre/octobre 1954)» (p.525 4 799). 

La simple énumération de ces quatre parties souligne le cété hétéroclite de la 
publication qui comporte le résumé de 50 études qui ont été faites 4 des époques 
différentes (la plus ancienne remonte 4 1934) par des personnes de formations 
diverses et dans des buts variés. La troisiéme partie est certainement la plus intéres- 
sante parce qu’elle est aussi la plus compléte et parce qu’elle comporte seulement 
trois études centrées sur une méme ville. Pour plusieurs comptes rendus, on ne 
posséde presque rien d’autre qu’une table des matiéres dont l’utilité peut paraitre 
médiocre dans l’absence du texte complet. Cet ouvrage est ainsi intermédiaire 
entre la bibliographie critique et la publication d’une collection d’études et il faut 
envisager plut6t comme un instrument de travail a l’usage des spécialistes que 
comme une ceuvre de premier plan. 
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Dans ces conditions, vouloir résumer briévement ce qui n’est déja que «résumés» 
ou «rapports préliminaires» serait se vouer 4 une tache aussi ingrate qu’inutile, 
On notera seulement quelques-uns des principaux thémes évoqués qui nous 
semblent atteindre un certain caractére de généralité. 

Sur les travailleurs noirs en milieu industriel, plusieurs enquétes montrent que 
leurs possibilités ne sont pas différentes suivant les tribus et que, s’ils n’atteignent 
pas les productivités européennes, il faut le plus souvent en rendre responsables 
ou la médiocrité des conditions de travail, ou l’instabilité, ou surtout les mauvais 
contacts avec la maitrise et les cadres européens. I est remarquable que l’ouvrier 
noir, interrogé sur le type de travail qu’il préfére, affirme que c’est celui pour lequel 
il a du godt et non pas celui qui lui rapporte le plus ni méme celui qui est le moins 
fatigant. Ce sont la des réactions trés proches de celles des milieux ouvriers euro- 
péens, cette méme similitude se retrouve pour la hiérarchie ressentie entre les 
métiers. Mais il y a aussi des différences essentielles entre le travailleur noir et le 
travailleur européen; elles résident avant tout dans la forme des organisations 
ouvriéres et des syndicats. Elles sont ici imposées de |’extérieur par la puissance 
publique alors qu’elles tiennent en Europe leur principale efficacité de leur carac- 
tére spontané d’organisation de classe et souvent de lutte. En Afrique noire, la 
notion méme de classe n’apparait que trés lentement. 

Ces ouvriers, comme la plupart des habitants des villes, ne sont sortis que 
récemment de leur milieu tribal et les écoles restent encore bien mal adaptées par 
leur copie totale des systémes en vigueur en Europe. Le niveau de vie, dans les 
quartiers indigénes, est trés bas; un seul travailleur fait vivre de nombreuses per- 
sonnes et les conditions de logement sont partout défectueuses. Mais ce qui pousse 
Vhomme 4a quitter sa tribu, c’est d’abord le désir de recevoir des rémunérations 
en argent mais aussi celui d’accéder a une vie «civilisée» et probablement plus 
encore celui d’échapper dans l’anonymat de la grande ville aux liens trop pesam- 
ment ressentis qui |’attachaient a sa famille et 4 la bonne volonté du chef. Pour 
la tribu d’origine, l’émigration des travailleurs a presque toujours un bon effet 
économique et on signale certaines régions qui ne pourraient vivre sans |’apport 
de salaires des émigrés. 

On peut se demander si cet équilibre économique n’est pas acheté bien chére- 
ment quand on constate la destruction des structures élémentaires de la société 
dans le milieu urbain. La famille de type étendu céde la place de plus en plus a 
la famille couple, mais la stabilité de ces couples nouveaux laisse beaucoup 4 
désirer. Les mariages illégitimes et les divorces sont trés nombreux (on signale a 
East London, dans la province du Cap, que 56,7% des naissances sont illégitimes). 
La proportion des hommes est aussi trés fortement exagérée, multipliant le céli- 
bataire mal rattaché aux structures sociales. De méme, les coutumes du mariage 
évoluent, les rites se modifient et se simplifient: le mariage perd son caractére de 
contrat liant deux groupes familiaux et créant des obligations réciproques. On 
constate dans certaines villes, l’influence des coutumes chrétiennes, dans d’autres, 
celle des coutumes musulmanes; ces derniéres en particulier tendent a faire attri- 
buer une importance qui n’était pas ressentie jusqu’ici a la virginité de la nouvelle 
épouse. 
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Ici, en méme temps qu’il y a destruction des structures familiales tradition- 
nelles, il y a aussi, dans presque toutes les villes, une prolifération d’associations 
de types les plus variés. Signalons seulement ces sortes d’associations d’épargne 
qui obligent les membres a payer chaque semaine ou chaque mois une cotisation 
(qui peut étre constituée par la paye recue); la somme ainsi récoltée est alors 
remise en totalité 4 chaque membre de I’association a tour de réle. L’économie 
individuelle passe ainsi par des périodes de disette et d’autres de grande abon- 
dance; la coutume exige alors souvent que cette abondance s’extériorise par des 
repas offerts 4 tous les membres de l’association. 

II faudrait insister sur les problémes méthologiques soulevés par chacune des 
enquétes de cet ouvrage. Non pas que les méthodes employées soient particuliére- 
ment originales (enquétes par questionnaire ou par interview, tests, observations, 
statistiques, etc.), mais parce que les résultats sociologiques dépendent encore 
étroitement des procédés d’investigation. La publication de résumés ou de rapports 
préliminaires nous laissent, sur ces points, dans une ignorance souvent bien peu 
satisfaisante. Soulignons aussi un point de détail. Certains pourcentages sont 
calculés sur des groupes ridiculement restreints et donnés, avec une décimale: 
ainsi, p.427, 17 personnes sur 35 deviennent 48,5% et 1 personne sur 1: 100%! 
Un ouvrage sérieux devrait éviter cet usage naif des mathématiques. 


Institut des Hautes Etudes Marocaines, J.P. TRysTRAM 
Rabat (Maroc) 


International Economic Papers, No. 5. Translations prepared for the 
International Economic Association. Edited by Alan T. Peacock, 
Ralph Turvey, Wolfgang F. Stolper, Elizabeth Henderson. London 
and New York 1955. Macmillan. 199 p. 15s. 


Almost three-fourths of the fifth number of Jnternational Economic Papers is 
devoted to Italian economics, an attention fully merited by the distinguished 
literature which exists in the Italian language. In practice, treatment is largely 
limited to the twenty-five or thirty years preceding Fascism. The recent post-war 
period is not represented, although this reviewer has had the good fortune during 
the past year of learning first-hand that excellent work is again being done in 
Italy. 

The volume begins with the delightful reminiscences of Professor Lutc1 
Ernaupt, recent President of the Italian Republic, and an eminent figure in the 
field of public finance. Beside specific comment of some depth on Croce, Panta- 
leoni, and Pareto, there are briefer characterizations of the work and often the 
personality of dozens of lesser-known. More interesting are incidental summaries 
of broad trends in Italian economics. (‘‘ Most... applied themselves to theory”’. 
“The Italians remained supreme in one respect. that of elegance’’.) Most 
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revealing is the unintended picture that Einaudi conveys, of what seems to an 
American a rather tight little academic community of men most of whom knew 
each other, devoted to scholarship, dedicated to truth, and capable of considerable 
excitement over abstract ideas. 

The article that follows, by PANTALEONI, does not entirely confirm Einaudi’s 
description of him as the prince of pure logic. Rather, his essay, ‘‘Some Pheno- 
mena of Economic Dynamics’’, is a strange blend of economics, sociology, and 
history, containing, along with expressions of personal taste, some penetrating 
insights into the forces (in 1910) remaking economic society. His discussion of the 
meaning of statics and dynamics is not entirely unexceptionable by today’s 
standards but it is of excellent clarity. Use of a theory of overhead costs to explain 
the growth of large states and other large enterprises of every kind may be origi- 
nal but is not wholiy convincing. 

Comment on PaRETO’s long essay, simply called ‘‘ Mathematical Economics”, 
is beyond this reviewer’s competence, except for recognition of the obvious im- 
portance to English-speaking economists of having available this summary by 
Pareto himself of much of his own thought. The selection appears to contain the 
foundations of the indifference curve analysis and of the ‘‘ Paretian’’ welfare 
economics, as well as brief treatment of many other topics. There are some in- 
teresting comments on the role of mathematical economics, and some caustic 
references to ‘‘the literary economists’’, usually unidentified. 

Jannacone’s “Dumping and Price Discrimination”’ is marred somewhat for 
the reader by being cast in considerable measure as a critique of an article by 
Cabiati. It is certainly not as complete from a theoretical standpoint as Yntema’s 
classic article, which benefited from an additional fifteen years of ferment. But 
it is rigorous in its logic, and commands a wide understanding of industrial 
practice, effectively used by way of illustration. BARONE’s ‘‘ Related Costs in the 
Theory of Transport”’ is certainly an elegant presentation, but for this reviewer 
it did not quite live up to Einaudi’s description of its author as a ‘‘model of 
clarity’’. 

Study of these few selections will hardly permit a reader otherwise unfamiliar 
with Italian economics to arrive at even tentative characterizations of its spirit 
or substance, nor is this reviewer’s further acquaintance sufficient for more than 
a most hesitant comment. It is Einaudi, however, who describes (Italian) eco- 
nomists as “‘priests’’, constructing, in the safe solitude of their temple, their 
*“‘subtle and rarified abstract theories’’; ready to pronounce anathema on the 
“*heretic’’, the “‘sinner who violates the sacred rules of good and fine argument”. 
Let us not complain that the world outside the temple pays no attention. “It is 
enough that the edifice be beautiful and harmonious, and ever more richly 
adorned with works of art”’. 

But is it enough? Italy’s economists are called upon to help solve the pressing 
problems of unemployment, underdevelopment, and a host of others, and many 
of them are doing valiant work. But the orientation which Einaudi describes may 
not have equipped them to render maximum service. The dominant Paretian 
tradition seems (at least in Italy) to provide sterile guidance to economic policy, 
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useful mainly for saying “‘no’’. This ability is, of course, important; and many 
Italian economists used it courageously during the Fascist period. But now a 
vigorous but still young democracy faces problems that saying “‘no’’ cannot 
solve. The postwar rejection of Keynesian economics, as inapplicable to the 
Italian economy, is probably at least partly correct; but the great strengths of 
the Keynesian approach are also missing—its isolation of strategic variables, the 
relevance of its categories, its invitation to empirical testing and to modification 
and extension through further, empirically framed hypotheses. Italian economists 
in government, journalism, and business are men of will and ingenuity; but they 
are forced to work outside of their academic tradition to an extent that seems 
much greater than for comparable men in England or America. . 

The five remaining articles are brief and competent. They are Dac HAMMAR- 
skj6Lp’s ‘* The Swedish Discussion on the Aims of Monetary Policy’’, a work- 
manlike survey of an important theoretical and policy-directed literature (but 
what is left of this now in Sweden?); an interesting exploration by another 
Swedish economist, BOrjE Kracu, of ‘‘The Meaning and Use of Liquidity 
Curves in Keynesian Interest Theory’’; a German contribution to the discussion 
of “‘The Effects of Devaluation on the Terms of Trade”’, by Kurt RoTHscHILD; 
and finally two brief reports by Dutch economists on empirical research: ‘‘ Na- 
tional Income Accounts as a Means of Currency Analysis’’, by JAN TINBERGEN 
and D.B.J. ScHouTEN, and ‘‘Who Forecasts Best?’’, by H. THE11. 

Once again, English-speaking economists have reason to be grateful to the 
International Economic Association for bringing them important and stimula- 
ting fare that their diet would otherwise lack. 


University of Michigan, Ann Arbor, Mich. (U.S.A.) GARDNER ACKLEY 





COMMUNICATIONS 


An International Competition for Economists 


The Committee for Economic Development (New York), as a part of the celebra- 
tion of its 15th Anniversary, is holding a competition to obtain ideas on the most 
important economic problem which will face the United States in the next 
20 years. The competition will be open to anyone in the free world who wishes 
to enter except a few groups of persons specified in the Rules and Regulations 
below. There will be 50 prizes of $500.— each for the winners. Papers to be sub- 
mitted must not exceed 2,000 words in length, must be in English and must be 
submitted by the end of October, 1957. Winners will be announced early in 19358. 

The c.£.p. has received a grant from The Ford Foundation to conduct this 
competition. Both organizations hope through this medium to stimulate con- 
sideration and public discussion of economic problems and to help focus interest, 
research and action on the key issues identified. A selected number of papers 
will be published after the competition. 

The Rules and Regulations which will govern the competition are as follows: 

1. Any resident of the Free World, except Trustees of c.E.D., c.E.D. employees 
and their families, consultants and advisors to the Committees or Subcommittees 
of the Committee for Economic Development, is eligible. 

2. Papers should answer the question: ‘‘ What is the most important economic 
problem to be faced by the United States in the next twenty years”’, and should 
include the writer’s reasons for his choice. 

3. Papers must not exceed 2,000 words in length. They must be in the English 
language, typewritten, double-spaced on one side of the paper only. 

4. Acovering page to accompany each paper must contain the name, address 
and occupation of the writer. The following pages of the paper should be clipped 
securely to the first and should not contain the name of the writer. When the 
essays are received they will be numbered and all identification removed before 
the judges read them. 

5: Final selection of the 50 winning papers will be made by the Research 
Advisory Board of the c.£.p. Research and Policy Committee. The decisions of 
this group will be final. Each winner will receive a $500.- prize. 

6. To qualify, all papers mailed in the United States must be postmarked 
not later than midnight, October 31, 1957, and those mailed from outside the 
United States must be postmarked not later than midnight, October 15, 1957, 
unless sent by airmail, in which case it may be postmarked as late as October 31, 
1957. All entries should be addressed to ‘‘ Problems of United States Economic 
Development”’, Committee for Economic Development, 444 Madison Avenue, 
New York 22, New York (u.s.A.). 

7. All entries will become the property of the Committee for Economic De- 
velopment for use as it sees fit. 
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